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PURPOSE    OF   THIS    STUDY 

This  study  of  the  Staple  Cotton  Cooperative  Association,  at  Green- 
wood, Miss.,  was  undertaken  at  the  request  of  its  board  of  directors 
by  the  Division  of  Cooperative  Marketing  of  the  Bureau  of  Agri- 
cultural Economics,  as  a  part  of  its  program  of  economic  research  in 
cooperative  organization  among  farmers.  The  study  was  begun  in 
June  1025,  and  involved  a  detailed  analysis  of  the  organic  set-up, 
operations,  membership  relations,  and  selling  program  of  this  organi- 
zation. The  board  of  directors  made  available  to  the  bureau  all 
data  from  the  records  and  files  covering  the  entire  period  of  its 
operations  since  its  organization  in  1921. 

The  purpose  of  the  study  was  to  cover  thoroughly  every  feature 
of  the  association's  operations  during  the  four  years  of  its  existence 
and  to  bring  out,  if  possible,  the  experiences  which  would  be  helpful 
to  other  cooperatives.  In  addition  to  a  careful  and  detailed  exami- 
nation of  all  information  on  file  in  the  association's  offices,  the  study 
involved  numerous  interviews  and  discussions  with  growers  through- 
out the  Delta,  both  members  and  nonmembers;  with  bankers,  mer- 
chants, and  representatives  of  other  types  of  business  interests  in 
the  Delta;  with  bankers  in  some  of  the  large  financial  centers,  and 
with  cotton  merchants  and  spinners  in  the  principal  staple  cotton 
consuming  centers  in  this  country  and  Europe. 

Note. — Credit  is  due  to  Minnie  A.  Whelan  and  John  H.  Lister  for  much  assistance  in  preparing  this  report 
and  to  various  members  of  the  cotton  division  of  this  bureau  for  valuable  suggestions  and  cooperation. 
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FEATURES    OF   THE   ASSOCIATION 

The  association  has  made  a  distinct  contribution  to  the  marketing 
of  staple  cotton  through  the  development  and  accrediting  of  its 
staple  types.  <S 

The  association  has  developed  a  broad  outlet  for  its  product  and 
a  marketing  service  which  has  won  the  confidence  of  the  mill  trade. 

During  the  1924-25 


TENN. 


ARK. 


ALA. 


season  it  sold  nearly 
92  per  cent  of  its  cot- 
ton direct  to  the  mill 
trade. 

The  price  and  sales 
p'olicy  of  the  associa- 
tion is  to  adjust  its 
sales  to  the  demands 
of  the  market. 

The  Staple  Dis- 
count Corporation, 
which  was  formed  by 
the  association  to 
supply  production 
credit  is  particularly 
suited  to  the  needs  of 
the  grower  member. 
During  the  four 
years,  1921-1924,  the 
association  marketed 
over  555,000  bales  of 
cotton  having  a  total 
sale  value  of  approxi- 
mately $80,500,000 
at  an  average  net 
operating  cost  of 
$1.70  per  bale,  or  1.2 
per  cent  of  the  sales 
value.1  The  income 
from  gain  in  weight 
and  sales  of  loose  cot- 
ton which  normally 
arises  in  a  cotton 
shipping  business, 
now,  through  the  op- 
eration of  the  asso- 
ciation, accrues  to  the  direct  benefit  of  the  grower  by  reducing  the 
cost  of  operating  his  association. 

On  the  average,  over  four  years  the  members  have  been  paid  approxi- 
mately 70  per  cent  of  the  value  of  their  cotton  by  January.  This 
has  been  made  possible  through  the  coordination  of  sales,  financing 
methods,  and  the  building  up  of  a  substantial  reserve. 

Fourteen  per  cent  of  the  1,832  members  who  signed  contracts 
prior  to  the  end  of  the  first  year,  1921-22,  never  delivered  cotton  to 
the  association;  19  per  cent  delivered  only  the  first  year;  30  per  cent 


New  Orleans 


Fig.  1. — The  Yazoo  Mississippi  Delta  lies  in  the  State  of  Mississippi 
between  the  east  bank  of  the  Mississippi  River  and  a  line  of  bluffs 
east  of  the  Yazoo  River 


See  footnote  to  Table  17. 
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delivered  more  or  less  irregularly  during  the  four  years,  and  37  per 
cent  delivered  consistently  each  of  the  four  years. 

When  grouped  according  to  the  number  of  bales  delivered  in  1921, 
the  growers  delivering  less  than  100  bales  each,  formed  72  per  cent 
of  the  membership  delivering,  and  delivered  about  21  per  cent  of 
the  cotton;  the  growers  delivering  between  100  to  400  bales  each, 
constituted  23  per  cent  of  the  membership  delivering  and  delivered 
45  per  cent  of  the  cotton.  Data  for  other  years  exhibited  the  same 
tendencies. 

The  association  has  not  yet  developed  a  suitable  program  for  main- 
taining adequate  contacts  and  relations  with  individual  members. 

THE  MISSISSIPPI  DELTA 

The  Yazoo-Mississippi  Delta  is  a  strip  of  land  elliptical  in  shape 
extending  approximately  200  miles  south  from  the  Mississippi- 
Tennessee  line  and  lying  between  the  Mississippi  River  and  a  line 
of  bluff  just  east  of  the  Yazoo  River.  It  is  about  60  miles  wide  at 
its  widest  point  and  contains,  roughly,  about  4,000,000  acres.  The 
estimates  of  the  land  area  vary  somewhat  and  probably  depend 
largely  on  the  amount  of  so-called  hill  territory  which  is  included  in 
the  Delta  proper. 

There  are  10  counties  with  an  area  of  3,473,000  acres  which  are 
of  strictly  delta  or  alluvial  soil.  In  addition,  there  are  six  counties 
lying  along  the  eastern  edge  which  contain  more  or  less  of  the  delta 
soil  within  their  borders.  No  accurate  estimates  of  the  area  of 
strictly  delta  land  appear  to  be  available.  An  examination  of  the 
1920  census  figures  for  the  2  groups  of  counties  indicates  that  there 
are  between  2,000,000  and  3,500,000  acres  in  farms  at  the  present 
time.  The  percentage  of  its  area  in  farms  which  the  census  describes 
as  " improved"  farm  land,  increased  from  about  66  per  cent  in  1910 
to  about  75  per  cent  in  1920. 

Cotton  is  the  principal  crop  grown  in  the  Delta,  about  60  per  cent 
of  the  improved  farm  land  being  used  for  this  crop  at  the  present 
time.  Table  1  shows  the  census  data  covering  acreage  in  farm  lands 
in  the  Delta  and  the  acreage  devoted  to  cotton  production. 

Table  1. — Improved  acreage  in  farms  and  acreage  in  cotton  in  the  Mississippi 
Delta,  census  years  1880  to  1920  l 


Year 

Improved  acreage  in 
farms 

Percentage 
of  total 

Total 

Cotton 

acreage  in 
cotton 

1880 

Acres 

577, 507 
1,042,123 
1,262,933 
1,641,550 
1,  952,  784 

Acres 
338, 822 
652,  517 
651,  812 
924,  826 
1,191,871 

Per  cent 
59 

1890.   

63 

1900 

52 

1910   

56 

1920  

61 

12  selected  counties. 


Population  of  the  Delta  in  1920  was  roughly  about  400,000, 
about  80  per  cent  of  whom  were  negroes.  As  compared  with  52 
per  cent  negro  population  in  the  State,  this  proportion  seems  rather 
high  and  is  probably  a  result  of  the  plantation  type  of  farming. 
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Farms  of  the  Delta  tend  to  be  more  nearly  like  the  old-time 
southern  plantation  than  is  now  generally  the  case  throughout  the 
South.  They  are  large  and  are  operated  almost  entirely  on  the  tenant 
system.  Probably  the  greater  part  of  the  operation  is  on  the  share- 
crop  basis.  Adequate  data  on  the  question  of  land  tenure  do  not 
seem  to  be  available. 

A  few  other  crops  are  produced,  such  as  corn,  alfalfa,  and  soy 
beans,  but  they  are  unimportant.  It  is  estimated  that  the  sale  of 
cotton  provides  over  95  per  cent  of  the  income  on  typical  Delta 
plantations. 

Most  of  the  Delta  cotton  production  is  extra  staple.  Just  what 
lengths  are  entitled  to  classification  as  extra  staple  is  a  matter  upon 
which  there  is  considerable  diversity  of  opinion.  Data  available  on 
production  usually  include  lengths  above  1 y%  inches.  Records  of  the 
association  indicate  that  about  14  per  cent  of  the  cotton  received  is 
below  this  minimum.  If  their  receipts  are  tj^pical  of  the  whole 
Delta,  comparisons  between  the  estimated  production  of  this  area 
with  the  data  available  as  to  production  of  the  United  States  and  of 
the  world  of  long-staple  cotton  would  not  be  accurate.  It  is  esti- 
mated, however,  that  the  Delta  produces  about  500,000  bales,  on 
the  average,  or  about  45  per  cent  of  the  total  estimated  United  States 
production  of  extra  staple  cotton,  and  about  21  per  cent  of  the  world 
production.  The  association  thus  far  controls  only  about  25  per 
cent  of  the  Delta  production. 

In  the  trade,  the  cotton  produced  in  this  area  is  known  as  "  Delta 
staples,"  or  sometimes  as  "Benders."  It  appears  to  be  generally 
regarded  by  the  trade  as  possessing  a  quality  superior  to  other  staple 
cotton. 

Methods  of  marketing  the  cotton  crop  are  those  which  have  been 
associated  in  tradition  with  the  cotton  industry  in  the  South — the 
cotton  factor,  local  buyer,  the  local  merchant,  the  cotton  shipper, 
and  in  some  instances,  the  local  banker,  have  all  bought  and  sold 
cotton  on  a  more  or  less  speculative  basis.  The  statement  is  often 
made  in  the  area  that  the  cotton  factor,  as  such,  is  largely  passing 
out  of  the  scene  and  that  the  banker,  or  the  local  merchant  because 
of  the  credit  which  he  has  extended,  is  becoming  an  increasingly 
important  element  in  determining  just  how  the  cotton  shall  be 
marketed. 

ORGANIZATION    OF    THE    COOPERATIVE    ASSOCIATION 

The  Staple  Cotton  Cooperative  Association  was  incorporated 
under  the  laws  of  Tennessee  on  May  23,  1921  and  began  business 
in  August,  1921,  with  general  offices  at  Greenwood,  Miss. 

The  association  is  a  nonstock,  nonprofit  organization  of  the  so- 
called  centralized  type  whose  working  capital  is  provided  by 
withholding  from  distribution  to  members  a  small  amount  of  the 
money  received  from  sales,  with  a  five-year  marketing  contract 
running  from  the  member  to  the  central  organization  without  any 
intervening  local  organization.  This  association  has  no  local  units, 
but  it  does  have  branch  offices  which  perform  some  of  the  functions 
that  local  units  usually  take  over. 

The  board  of  directors  consists  of  21  members  holding  office  for 
3  years  each.     Eighteen  of  these  directors  must  be  grower-members, 
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residing  in  the  district  from  which  they  are  chosen,  while  three  are 
selected  for  the  purpose  of  representing  the  public  interest  and  may 
not  be  growers.  Directors  are  elected  from  six  voting  districts,  each 
district  selecting  one  director  at  an  annual  primary  election  held  at 
such  time  as  is  designated  by  the  board.  The  meetings  of  the  board 
are  open  to  members,  and  in  fact  to  all  persons  interested  in  the 
cooperative  marketing  of  cotton.  The  board  has  never  held  a  closed 
or  executive  session  since  the  association  was  organized. 

The  by-laws  provide  that  the  board  of  directors  shall  meet  monthly 
on  the  second  Wednesday.  In  practice  these  meetings  are  attended 
by  approximately  60  per  cent  of  the  full  board. 

An  interesting  feature  is  that  the  directors  do  not  receive  compensa- 
tion either  for  their  time,  or  for  expenses  incurred  in  attending 
meetings.  It  might  appear  from  this  that  their  services  are  given 
entirely  "for  the  good  of  the  cause,"  but  the  fact  that  the  members 
of  the  board  have,  on  an  average,  delivered  10  per  cent  of  the  cotton 
received  by  the  association,  gives  to  each  a  strong  personal  interest 
in  its  success.  The  president  and  vice  president  are  the  only  members 
of  the  board  of  directors  who  are  salaried  employees. 

The  board  of  directors  has  power  to  appoiril  an  executive  committee 
of  five  of  its  members  who  act  in  place  of  the  whole  board  during  the 
interim  between  board  meetings.  This  committee  meets  as  often  as 
conditions   require. 

Membership  of  the  association  is  composed  almost  wholly  of  grow- 
ers of  long-staple  cotton  living  in  the  Yazoo-Mississippi  Delta, 
although  there  are  a  few  members  from  neighboring  staple  growing 
sections. 

General  offices  are  maintained  at  Greenwood,  Miss.,  where  all  of 
the  classing  of  cotton  is  carried  on  as  well  as  such  clerical  work  as 
pertains  to  the  organization  as  a  whole.  It  is  the  intention  to  keep 
this  clerical  work  as  nearly  centralized  as  possible,  although  there  will 
always  be  a  small  amount  which  can  be  more  satisfactorily  done  at  the 
local  branch  offices.  The  selling  offices,  as  well  as  those  for  taking 
care  of  insurance,  warehousing,  and  financing  are  all  in  the  main 
offices  at  Greenwood. 

There  are  13  branch  offices  located  at  important  receiving  points 
throughout  the  Delta,  for  the  purpose  of  facilitating  the  work  incident 
to  receiving  the  cotton  and  getting  classing  sheets  and  advances 
back  to  the  members  as  soon  as  possible.  The  actual  cotton  is  de- 
livered to  the  warehouse  selected  by  the  planter.  The  warehouse 
receipt  and  the  samples  come  to  the  local  office  where  record  is  made 
of  these  samples,  and  they  are  forwarded  daily  to  the  general  office. 
In  case  the  member  desires  an  advance,  the  proper  papers  are  prepared 
in  the  local  branch  office.  The  advance  is  made  by  means  of  a  draft 
drawn  on  the  association,  which  is  signed  by  the  member,  and  coun- 
tersigned by  the  local  manager. 

In  this  effort  to  be  of  service  to  the  growers  it  is  possible  that  the 
work  has  been  carried  to  a  point  somewhat  beyond  that  which  would 
be  most  economical  for  a  purely  business  unit.  It  is  desirable  from 
an  operating  viewpoint  to  keep  the  work  performed  by  these  local 
branch  offices  at  a  minimum.  On  the  other  hand,  these  branch  offices 
perform  a  dual  function  in  that  they  provide  an  important  point  of 
contact  with  grower-members,  as  well  as  handling  local  business 
routine. 
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These  13  local  branch  offices  provide  a  most  important  machinery 
for  membership  contact — the  means  through  which  the  association 
should  be  responsive  to  the  welfare  and  interests  of  the  planter,  and 
the  planter  responsive  to  the  needs  of  the  association.  It  is  only 
through  an  appreciation  and  acceptance  of  these  mutual  responsi- 
bilities that  the  association  can  develop  into,  and  function  as,  an 
efficient  growers'  service  agency. 

This  study  indicated  that  neither  the  members  nor  the  organization 
have  made  full  use  of  this  important  contact.  There  is  certainly 
some  valuable  information  which  the  local  branch  offices  could  supply 
to  the  individual  members  if  the  latter  would  only  take  the  trouble 
to  make  inquiry.  The  central  office  has  not  made  an  effort  to  develop 
to  the  fullest  extent  a  thorough-going  informational  service  such  as 
could  be  carried  on  through  these  local  branches.  Apparently,  the 
machinery  is  already  available,  but  it  has  not  been  used  to  meet  the 
needs  of  membership  contact. 

MARKETING   CONTRACT 

The  association  began  operation  under  the  terms  of  what  has  been 
designated  as  a  "standarrl  contract,"  or  marketing  agreement,  similar 
in  terms  to  those  under  which  the  other  cotton  associations  are 
operating.2  The  contract  contains  a  specific  purchase-and-sale 
clause  which  transfers  to  the  association  title  to  the  cotton  and  binds 
the  grower-member  to  deliver  to  the  association  "all  of  the  cotton 
produced  or  acquired  by  or  for  him,,  for  a  period  of  five  years. 

As  a  penalty  for  nondelivery  under  these  contracts  a  liquidated- 
damage  clause  is  included.  The  association  agrees  to  sell  the  cotton 
and  pool  the  returns  on  the  basis  of  quality,  grade,  and  staple.  The 
contract  also  contains  a  provision  for  deducting  from  the  sales  value 
of  the  cotton  the  necessary  expenses  of  operation,  the  retention  by  the 
association  of  an  advance  fund,  or  capital  fund,  of  2  per  cent  of  the 
sales  value  of  the  cotton.  The  contract  provides  that  the  association 
may  borrow  money  by  the  use  of  warehouse  receipts. 

Under  this  contract  the  directors  felt  that  there  was  no  satisfactory 
way  of  releasing  the  member  or  of  adjusting  the  contract  to  meet  the 
changing  conditions  which  confront  individual  growers.  In  this 
respect  the  contract  was  a  hard  and  fast  arrangement,  probably 
suited  to  the  whole  membership  as  a  group  but  at  times  manifestly 
unsatisfactory  to  individual  producers.  However,  in  a  farmers' 
cooperative  which  is  marketing  a  commodity  like  cotton,  good  busi- 
ness justifies  the  use  of  some  form  of  marketing  contract. 

A  marketing  contract  is  designed  to  provide  a  relatively  certain 
and  stable  volume  of  business  so  that  definite  plans  can  be  made  for 
carrying  out  policies  as  to  financing,  insurance,  sales,  and  general 
operating  practices.  In  attempting  to  obtain  this  stability  it  seems 
apparent  that  recourse  has  been  had  to  every  available  legal  means 
to  render  the  contract  "ironclad "and,  in  so  far  as  it  is  possible  to 
do  so  by  such  means,  to  insure  the  continued  operation  of  the  associa- 
tion. It  would  seem  that,  in  the  long  run,  the  interests  of  the  mem- 
bership as  a  whole  are  identical  with  those  of  the  association.  On  the 
other  hand,  any  contract  drawn  with  the  end  in  view  of  assuring  a 
stable  and  satisfactory  volume  of  business  for  the  association  might 
conceivably  fail  to  meet  the  needs  of  some  individual  members. 

*  See  U.  S.  Dept.  Agr.  Bui.  No.  1392,  "Cooperative  Marketing  of  Cotton,"  by  George  O.  Gatlin;  also 
Appendix  A,  page  49. 
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Three  years  of  operation  under  the  so-called  standard  contract 
convinced  the  directors  of  this  association  that  this  marketing  con- 
tract did  not  permit  the  association  to  provide  the  maximum  service 
to  the  planters  im.  the  Delta  and  that  some  change  was  desirable. 
The  principal  weaknesses  were  thought  to  be  the  absence  of  any 
provision  under  which  a  member  could  be  released  from  his  contract, 
and  that  a  straight  pooling  plan,  with  advances  and  monthly  pay- 
ments did  not  meet  the  financial  needs  of  many  Delta  planters. 
Consequently,  after  considerable  thought  and  discussion  a  new 
contract,  shown  on  page  52,  was  presented  to  the  membership  for 
consideration  early  in  1925. 

During  the  late  spring  and  the  summer  of  1925  a  number  of  meet- 
ings were  held  throughout  the  Delta  at  which  the  officials  of  the 
organization  explained  the  new  contract,  giving  special  attention 
to  the  new  and  somewhat  unusual  provisions  which  it  contained. 
The  new  contract  was  to  become  effective  if  signed  by  two-thirds 
of  the  old  members,  and  accepted  by  the  board  of  directors  on  or 
before  August  20,  1925.  By  the  middle  of  July  the  necessary  two- 
tr^rds  of  the  former  members  had  signed  this  new  contract  and  the 
directors  declared  it  in  effect. 

The  campaign  for  membership  under  the  new  contract  was  unique. 
Meetings  were  held  throughout  the  Delta  and  addressed  by  officers 
and  grower-members.  Talks  were  confined  to  an  explanation  of 
the  association's  activities  during  the  four  years  of  operation,  how 
the  new  provisions  of  the  contract  were  to  operate,  and  what  they 
should  accomplish.  The  purpose  of  the  meetings  was  to  furnish 
information  to  those  present.  There  was  no  drive  for  members 
such  as  has  frequently  been  the  case  in  the  organization  of  coopera- 
tives and  no  paid  solicitors  were  employed.  The  canvass  of  the 
growers  outside  of  the  meetings  was  made  entirely  by  regular  em- 
ployees of  the  organization. 

THE    NEW    CONTRACT 

A  careful  examination  of  the  new  marketing  contract  shows  that 
changes  in  the  wording  of  the  old  contract  have  been  made  in  eight 
places.  Some  of  these  changes  appear  to  be  merely  for  the  purpose 
of  clarifying  the  old  wording  and  some  for  emphasis  of  the  existing 
phraseology,  but  others  are  radical  departures. 

One  of  the  interesting  provisions  is  a  special  agreement  at  the  be- 
ginning of  the  contract  under  the  terms  of  which  the  directors  are 
authorized  and  empowered  to  retire  the  advance-fund  certificates  for 
the  first  two  years'  operation,  totaling,  with  accrued  interest,  ap- 
proximately $860,000. 

When  it  was  announced  in  July  that  the  certificates  would  be 
redefined  as  soon  as  presented  at  the  office  this  unquestionably 
strengthened  the  confidence  of  the  members  toward  the  association. 
These  advance-fund  certificates  had  been  issued  to  the  members  as 
evidence  of  their  share  in  the  working  capital  of  the  organization, 
which  had  been  accumulated  by  withholding  from  members  2  per 
cent  of  the  sales  value  of  their  cotton.  Many  of  the  growers  sold 
these  certificates  to  bankers  and  others  who  were  willing  to  buy 
them  at  whatever  discount  was  necessary  in  order  to  effect  the  sale. 
Some  of  the  growers  apparently  had  thought  that  the  certificates 
really  were  not  worth  much  and  would  never  be  redeemed. 
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Section  2  (a)  of  the  new  contract,  or  renewal  marketing  agreement, 
as  it  is  called,  was  amended  apparently  with  the  idea  of  setting 
forth  more  definitely  the  fact  that  this  is  a  landlord's,  not  a  tenant's 
contract.  The  wording  was  also  changed  to  assist  in  procuring  more 
satisfactory  delivery.  The  new  wording  provides  that  cotton  pro- 
duced or  acquired  by  the  signer  from  the  date  of  signing  the  contract 
was  considered  to  be  under  this  contract.  In  the  old  contract  it 
read  in  such  a  way  that  the  date  of  delivery  became  the  transfer 
date.  This  new  clause  also  improved  the  insurance  coverage,  and 
made  possible  the  protection  of  the  grower's  cotton  at  the  gin. 

An  outstanding  departure  from  the  usual  procedure  in  centralized 
association  marketing  contracts  is  found  in  the  changes  in  section  2 
(b)  in  that  it  gives  to  the  member  the  opportunty  to  withdraw  from 
the  association  upon  notice  in  writing  to  the  board  of  directors 
before  the  second  Wednesday  in  May  of  any  year.  A  member  who 
desires  to  withdraw  does  not  need  to  give  reasons.  No  provision  of 
this  kind  was  included  in  the  old  contract  and  consequently  it  was 
not  possible  to  release  a  member,  no  matter  what  change  in  his 
situation  might  arise.  Likewise,  the  board  did  not  have  any  power 
to  cancel  a  contract  of  an  undesirable  member.  This  power  has  been 
provided  under  this  new  section.  A  provision  has  been  inserted 
under  which  the  approval  of  the  board  is  necessary  before  any  member 
can  be  reinstated.  This  change  in  the  contract  is  in  line  with  the, 
growing  thought  among  leaders  in  the  cooperative  movement  that 
it  is  desirable  for  farmers'  cooperatives  to  strive  toward  obtaining 
their  membership  on  a  selective  basis. 

The  changes  in  section  5  (jb)  operate  to  keep  the  advance  fund 
somewhat  more  equitably  distributed  among  members  in  proportion 
to  the  extent  to  which  they  make  use  of  the  facilities  of  the  associa- 
tion. In  effect,  it  is  somewhat  the  same  as  the  much-discussed 
revolving-fund  method  of  handling  operating  capital  which  has  been 
used  in  other  organizations  for  just  exactly  this  purpose.  Shifts  in 
production  between  individual  members  at  times  tend  to  unbalance 
their  investment  in  the  organization  and  the  retiring  of  particular 
issues  of  securities  and  substituting  new  ones  for  them  tends  to 
maintain  this  very  desirable  balance. 

Changes  in  section  6  provide  for  two  additional  methods  of  handling 
the  members'  cotton.  The  purpose  of  these  changes  is  to  enable 
growers  who  so  desire  to  obtain  payment  for  their  crop  at  a  somewhat, 
earlier  date  than  is  possible  under  the  regular  pooling  method. 
These  changes  are  by  far  the  most  radical  departures  from  generally 
accepted  cooperative  practice  that  have  come  to  the  attention  of  the; 
Division  of  Cooperative  Marketing. 

It  is  too  early  to  say  how  these  changes  will  work  out  in  practice.. 
It  is  possible,  however,  to  analyze  the  changes  and  point  out  some-. 
of  the  probable  advantages  and  disadvantages;  to  examine  the1 
experience  of  the  current  year,  and  observe  to  some  extent  how  the 
new  methods  have  worked  out  during  this  first  year. 

Under  the  old  contract  there  was  only  one  way  in  which  the  cotton 
might  be  marketed.  This  was  the  commonly  accepted  pooling 
method  under  which  all  cotton  of  like  quality  was  mingled  and  sold. 
(Some  variation  of  this  method  was  made  during  the  1924-25  season. 
This  is  discussed  under  option  3  of  the  new  contract.)  Under  the 
original  contract  all  cotton  of  a  member  had  to  be  delivered  to  the 
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association,  where  it  was  pooled  and  marketed  and  each  grower  was 
paid  the  average  price  received  for  cotton  of  like  quality,  grade,  and 
staple.  Under  this  general  method  of  pooling,  the  grower  might 
exercise  the  option  of  receiving  an  advance  of  approximately  60 
per  cent  of  the  loan  value  of  his  cotton  at  the  time  of  delivery,  upon 
which  he  paid  interest  to  the  association  at  a  normal  rate,  or  he  might 
elect  to  receive  his  money  only  as  sales  of  cotton  were  made,  in  which 
case  he  would  have  no  interest  to  pay.  Monthly  advances  or  partial 
payments  were  made  to  members  as  the  cotton  was  sold.  The 
directors  felt  that  either  of  these  methods  of  making  returns  to 
growers,  did  not  meet  the  financial  needs  of  many  Delta  planters. 
It  was  advisable  therefore  to  obtain  the  membership  approval  of  a 
new  contract  which  would  enable  these  matters  to  be  handled  in  a 
manner  somewhat  more  satisfactory  to  a  considerable  number  of 
members. 

Under  the  new  contract  a  member  may  designate  any  one  of  four 
methods  (or  options)  for  handling  his  cotton,  and  the  association  is 
obliged  to  sell  his  cotton  and  make  payment  to  him  in  accordance 
with  the  terms  of  method  he  selects.  Options  1  and  2  are  identical 
with  those  contained  in  the  old  contract.  They  provide  for  pooling 
cotton  01  like  quality,  grade,  and  staple,  and  give  the  member  the 
option  of  having  funds  advanced  to  him  at  time  of  delivery  if  he  so 
elects.  Option  3,  which  was  in  effect  under  the  old  contract  during 
the  1924-25  season,  provides  a  method  by  which  the  individual 
member  may  fix  the  base  price  of  his  cotton  and  receive  an  advance 
somewhat  larger  than  under  option  2. 

Under  option  3 3  the  grower  designates  the  day  on  whicii  to  fix  the 
price  and  is  at  once  paid,  as  the  base  price,  the  New  York  future 
market  of  that  date.  The  cotton  on  which  the  base  price  is  thus 
fixed  remains  in  the  pool  and  is  marketed  in  the  usual  way.  The 
grower  receives  in  addition  to  the  base  price  already  paid  him  the 
average  premium  obtained  by  the  pool  for  cotton  of  like  quality, 
grade,  and  staple,  as  determined  at  the  time  the  pool  is  closed. 
The  use  of  this  option  is  possible  only  because  of  the  financial  stand- 
ing of  the  association,  and  because  the  future  market  is  used  to  hedge 
the  advance.  The  member  is  paid  the  base  price  which  is  hedged, 
and  the  premium  stands  as  a  margin  of  security  against  price 
fluctuations. 

There  appear  to  be  two  reasons  for  this  third  option.  The  most 
important  is  to  provide  the  individual  grower  immediately  with 
funds  somewhat  more  nearly  approximating  the  total  value  of  his 
cotton  than  is  possible  under  either  option  1  or  2.  Under  the  second 
option,  advances  approximating  about  60  per  cent  of  the  market 
value  of  the  cotton  can  normally  be  expected.  For  some  growers 
this  is  not  enough.  They  need  an  advance  of  a  larger  proportion  of 
the  value  of  the  crop.  This  can  be  accomplished  through  the  use  of 
the  third  option.  It  does  not  furnish  complete  liquidation  as  it  is 
estimated  that  about  80  per  cent  of,  the  full  value  of  the  cotton  can 
be  advanced  a  grower  under  this  option;  There  are  certain  disad- 
vantages in  the  way  of  extra  costs.  Those  growers  who  elect  to  have 
their  cotton  handled  by  this  method  must  pay  the  cost  incident  to 

3. Option  3  applies  only  to  cotton  having  a  staple  length  of  \L\  inch  or  longer. 
4243°— 24: 2 
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hedging,  interest  on  extra  advances,  bookkeeping  costs  for  these 
special  pools,  etc. 

The  second  reason  for  this  third  option  is  probably  almost  wholly 
psychological.  Many  producers  believe  that,  given  unrestrained 
opportunity,  they  can  pick  the  top  of  the  market  and  thus  obtain  a 
price  somewhat  above  the  average.  Available  statistics  indicate,  how- 
ever, that  it  is  only  rarely  that  this  occurs,  and  it  is  probable  that 
those  growers  who  believe  that  they  can  and  do  accomplish  it  are 
laboring  under  a  delusion. 

What  has  been  designated  as  option  4,  appearing  in  section  6  (b), 
is  undoubtedly  one  of  the  most  unique  features  to  be  found  in  any 
cooperative  marketing  contract.  In  effect  it  gives  the  member  the 
right  to  say  just  what  price  he  will  accept  for  his  cotton,  and  how  and 
when  and  to  whom  he  will  sell.  Before  the  sale  can  be  consum- 
mated he  must  express  himself  on  these  points.  It  is  obvious,  then, 
that  under  this  option  he  can  determine  whether  or  not  he  oBtained 
prompt  payment  for  the  value  of  his  cotton.  If  he  elects  to  accept 
the  price  offered  in  the  early  part  of  the  season,  he  will  obtain  prompt 
liquidation.  On  the  other  hand,  if  he  holds  for  possible  higher  prices, 
he  may  not  get  as  quick  liquidation  as  is  realized  on  the  pooled  cot- 
ton, and  in  addition  he  will  lose  all  of  the  important  advantage 
which  normally  accrues  from  selling  large  quantities  of  cotton  in  even 
running  lots. 

The  sole  object  of  this  provision  in  a  cooperative  marketing  con- 
tract should  be  to  make  it  possible  for  the  member  to  obtain  the  full 
amount  realized  from  the  sale  of  his  crop  without  the  delay  in  final 
payment  that  is  inevitable  under  a  pooling  system.  If  the  member 
thinks  he  must  have  all  his  money  immediately,  then  his  cotton 
must  be  sold  at  the  earliest  possible  moment,  even  though  it  is  prac-- 
tically  certain  that  this  action  will  result  in  his  receiving  less  money 
than  he  would  receive  normally  under  a  more  orderly  method  of 
marketing.  This  procedure  probably  is  not  in  harmony  with  the  best 
cooperative  marketing  practice. 

A  cooperative  organization  which  permits  this  practice  probably 
is  merely  substituting  to  some  extent  a  producer-owned  organiza- 
tion for  a  privately  owned  one.  It  may  be  true  that,  under  the  fourth 
option,  the  member  has  the  benefit  of  some  services  which  are  not 
ordinarily  rendered  by  the  private  operator.  To  this  extent  he  is  in 
a  more  advantageous  position  than  when  selling  through  a  factor. 
Nevertheless,  it  is  probable  that  the  fourth  option  tends  to  perpetuate 
the  old  method  of  marketing.  The  objective  of  cooperative  organiza- 
tion is  to  improve  marketing  methods,  not  merely  to  substitute  one 
type  of  ownership  for  another. 

It  would  appear,  then,  that  a  provision  such  as  this  fourth  option 
could  be  justified  only  because  of  the  temporary  necessity  of  certain 
individual  members  and  the  desire  that  their  cooperative  marketing 
association  should  be  of  maximum  service.  It  might  be  contended 
that  the  experience  gained  through  the  use  of  the  fourth  option  might 
be  favorable  enough  to  induce  the  planter  to  become  a  full-fledged 
cooperator.  Time  only  will  prove  the  extent  to  which  this  is  true.4 
Even  when  used  for  what  at  this  time  appears  to  be  its  only  justifi- 
able purpose,  such  a  provision  may  be  a  menace  to  the  very  life  of  the 
organization,  because  of  the  possibility  of  such  a  large  portion  of  the 

4  See  Appendix  A. 
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cotton  being  sold  in  this  way  that  it  will  be  impossible  to  supply  the 
regular  mill  customers. 

About  the  only  way  in  which  a  cooperative  can  efficiently  merchan- 
dise its  product  is  by  developing  a  contact  with  a  group  of  customers 
who  look  to  it  as  a  source  of  supply  more  satisfactory  than  others 
which  are  available.  Creating  a  preference  of  this  kind  depends  upon 
absolutely  unimpeachable  business  ethics;  maintaining  a  preference 
of  this  kind  depends  upon  developing  in  the  minds  of  customers  the 
belief  that  this  same  high  ethical  standard  of  conduct  and  treatment 
will  be  continued,  and  at  the  same  time  that  a  satisfactory  volume 
of  product  will  normally  be  available  to  satisfy  their  needs.  A 
customer  preference  of  this  kind  tends  to  lessen  sales  resistance  and 
this  tends  to  decrease  selling  cost.  It  is  not  necessar}7  to  "sell" 
the  customer  on  every  order.  The  advantage  is  reflected  in  de- 
creased operating  costs;  consequently  a  larger  portion  of  the  sales 
price  accrues  to  the  producer. 

But  such  a  preference  can  not  be  maintained  unless  the  association 
has  a  relatively  stable  volume  of  product  available  to  fill  orders. 
Option  4  creates  an  element  of  uncertainty,  in  that  large  numbers  of 
the  membership  may  elect  this  method  of  marketing,  thus  limiting 
the  supply  which  the  association  has  available  to  meet  customers' 
orders  and  by  this  means  break  down  the  customers'  confidence 
which  has  taken  years  to  build,  and  which  constitutes  one  of  the  great 
merchandising  assets  and  advantages  of  a  cooperative  organization. 

In  discussing  the  third  option,  it  was  pointed  out  that  some  pro- 
ducers believe  they  can  pick  the  top  price.  The  fourth  option  affords 
them  maximum  opportunity  to  attempt  this,  and  one  of  the  objec- 
tions to  the  provision  is  the  temptation  which  it  holds  out  to  this 
class  to  play  for  the  top  price.  Marketing  of  this  kind  is  highly 
speculative.  To  permit  the  use  of  the  fourth  option  for  this  purpose 
can  only  seriously  retard  the  development  of  improved  marketing 
methods  and  the  growth  of  well-managed  cooperative  business  units. 

It  is  felt  that  the  fourth  option  may  have  a  justifiable  place  when 
it<  use  is  restricted  to  meeting  the  temporary  financial  needs  of 
certain  members.  It  may  have  some  merit  as  a  means  of  educating 
growers  to  the  benefits  of  organization  by  permitting  them  to  take 
advantage,  in  a  limited  way,  of  the  services  which  the  cooperative 
can  render.  It  is  doubtful  if  over  a  long  period  of  years  it  will  be 
found  advantageous  to  continue  it  as  a  permanent  part  of  the  pro- 
gram of  a  cooperative.  When  used,  it  should  be  surrounded  with 
proper  safeguards.  Like  a  lifeboat,  it  is  a  boon  to  those  in  distress, 
but  may  be  a  menace  to  all  when  overcrowded. 

MEMBERSHIP   RELATIONS 

DELIVERIES 

During  the  four  years  of  operation  the  association  has  received 
555,562  bales  of  cotton,  an  average  of  138,890  each  year. 

As  the  production  of  cotton  fluctuates  widely  it  is  but  natural 
that  deliveries  should  fluctuate.  Accurate  comparison  as  to  just 
how  these  fluctuations  in  delivery  compare  with  fluctuations  in 
production  is  not  possible,  inasmuch  as  total  production  of  Delta 
staples  must  be  an  approximation  because  official  reports  are   by 
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counties,  and  the  Delta  embraces  some  fractional  counties.  In 
general  it  might  be  said  that  the  deliveries  tend  to  fluctuate  some- 
what the  same  as  production  does,  but  the  fluctuations  in  delivery 
are  probably  not  quite  so  wide. 

During  the  first  three  years  deliveries  tended  to  show  an  increase 
greater  than  the  increase  in  production  and  to  fall  off  somewhat  less 
than  the  drop  in  production.  In  1924-25,  however,  total  deliveries 
were  approximately  10  per  cent  below  the  average  for  the  four 
years,  whereas  estimated  production  was  approximately  12  per  cent 
above  the  average  for  the  period. 

Table  2. — Relation  between  deliveries  and  production 


Season  i 

Receipts 

Percentage    change 
from  four-season  av- 
erage, 1921-24 

Receipts 

Estimated 
Delta  pro- 
duction 2 

1921-22-..  

Punning 
bales 
156,  026 
167,  762 
107,432 
124, 342 

Per  cent 
+12.3 
+20.8 
-22.6 
-10.5 

Per  cent 
—3  7 

1922-23 

+15.4 

1923-24 

—24  0 

+12.3 

Av.  1921-1924 

138,  890 

1  September  1  to  August  31.  2  Ginnings  in  12  selected  counties. 

CHANGES    IN    THE    RATE    OF    DELIVERY 

On  the  average,  97  per  cent  of  the  annual  deliveries  were  received 
by  the  end  of  December.  There  was  some  variation  from  year  to 
year.  In  1924-25,  for  instance,  99  per  cent  of  the  deliveries  had  been 
received  by  the  end  of  December,  whereas  in  1921-22  only  95  per 
cent  had  been  received  by  that  date.     (See  Table  3.) 


Table  3. — Percentage  of  cotton  received  by  season  and  by  months,  1921-1924 

Percentage  of  cotton  received  by  season 

Month 

1921-22 

1922-23 

1923-24 

1924-25 

Average  1921-24 

By 
months 

Cum- 
ulative 

By 

months 

Cum- 
ulative 

By 

months 

Cum- 
ulative 

l 

By       Cum- 

months  ulative 

By 

months 

Cum- 
ulative 

September 

October 

November 

December 

January-  -  - 

Per  cent 

22.3 

39.0 

24.5 

9.2 

3.0 

.8 

.7 

.2 

.2 

.1 

Per  cent 
22.3 
61.3 
85.8 
95.0 
98.0 
98.8 
99.5 
99.7 
99.9 
100.0 

Per  cent 

30.0 

42.6 

21.0 

5.0 

.3 

.1 

.4 

.4 

.1 

.1 

Per  cent 
30.0 
72.6 
93.6 
98.6 
98.9 
99.0 
99.4 
99.8 
99.9 
100.0 

Per  cent 

14.0 

46.3 

26.9 

8.4 

1.5 

2.5 

.2 

.1 

1.0 

1.0 

.1 

Per  cent 
14.0 
60.3 
87.2 
95.6 
97.1 
99.6 
99.8 
99.9 
99.9 
99.9 
100.0 

Per  cent 
32.7 
39.8 
22.5 
4.4 
.5 
i.O 
1.0 
1.0 
.1 

Per  cent 
32.7 
72.5 
95.0 
99.4 
99.9 
99.9 
99.9 
99.9 
100.0 

Per  cent 

25 .4 

41.7 

23.4 

6.7 

1.3 

.8 

.4 

.2 

.1 

Per  cent 
25 .4 
67.1 
90.5 
97.2 
98.5 

February 

99.3 

March 

April 

May 

99.7 
99.9 
100.0 

.Tune 

July 

August..  -     

Less  than  0.1  per  cent. 
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Rate  of  delivery  varies  with  the  season  and  the  weather  of  a 
particular  season  seems  to  be  the  most  important  factor  in  determining 
just  what  proportion  of  the  crop  is  in  the  hands  of  the  association 
at  a  given  date. 

Comparisons  between  this  changing  rate  of  delivery  and  the  price 
of  cotton  did  not  indicate  that  price  has  had  any  particular  influence 
on  the  rate  of  delivery. 

CHAXGES    IX    GRADE    AXD    STAPLE 

On  the  average  during  the  three  years  for  which  data  were  available 
(1922  to  1924,  inclusive)  nearly  77  per  cent  of  the  cotton  delivered 
was  Middling  or  lower  in  grade,  and  42.5  per  cent  was  lj/g  inch  or 
shorter  in  staple.     (See  Table  4.) 

Table  4. — Portion  of  receipts  in  each  class 


Class  of  crop 


Grade  other. 

Ordinary 

Good  Ordinary 

Strict  Good  Ordinary 

Low  Middling 

Strict  Low  Middling. 

Middling 

Strict  Middling 

Good  Middling 

Staple: 

inch.. 

1  inch 

1  to  hk  inch 

LrV  inch 

l^L  to  ll/b  inch. 

\y%  inch 

W%  to  1^  inch 

IjV  inch.. 

lrV  to  1*4  inch 

l1*  inch 

i!4  to  l&ineh 

1&  inch 

1A  tollmen 

l3b  inch 


Percentage  of  total  crop 


1922-23 


Per 


cent 

0.0 

.0 

.4 

2.8 

17.6 

30.9 

23.9 

20.5 

3.9 

.0 

1.1 

.8 

1.4 

7.5 

28.7 

31.7 

18.2 

8.3 

1.5 

.6 

.1 

.1 

.0 


1923-24 


Per  cent 
0.6 


5.8 
14.2 
22.  5 
32.8 
19.5 

1.8 


1.7 
.  7 

1.0 

4.9 
17.  1 
34.  2 
26.0 
11.1 

2.8 


1924-25 


Per  cent 

0.2 

.0 

.0 

.6 

7.6 

26.1 

41.1 

21.0 

4.3 

3.4 

4.2 

1.9 

2.6 

13.0 

37.7 

25.  2 

8.3 

3.3 

.4 

.0 

.0 

.0 

.0 


Average 


Cumu- 
lative 
average 


Pa 


ctnt 
0.3 
.3 
.8 
3.1 
13.1 
26.  5 
32.6 
20.0 
3.3 

1.1 

2.3 

1.1 

1.7 

8.5 

27.8 

30.4 

17.  5 

7.6 

1.6 

.4 

.0 

.0 

.0 


Per  cent 

0.3 

.6 

1.4 

4.5 

17.6 

44.1 

76.7 

96.7 

100.0 

1.1 

3.4 

4.5 

6.2 

14.7 

42.5 

72.9 

oa  4 

9^.0 
99.6 
100.0 


The  percentage  classed  as  Middling  or  lower  in  grade  remains 
fairly  consistent  throughout  the  period,  but  the  fluctuations  of  the 
quantity  in  the  various  staple  lengths  are  rather  wide.  In  1922-23 
slightly  over  39  per  cent  was  \}/%  inch  or  shorter,  whereas  nearly 
63  per  cent  fell  into  this  class  in  1924-25. 

During  these  three  years  92  per  cent  of  the  deliveries  were  distrib- 
uted according  to  grade,  as  follows: 

Low  Middling,  13  per  cent;  Strict  Low  Middling,  26  per  cent; 
Middling,  33  per  cent:  Strict  Middling,  20  per  cent.  Hence,  Middling 
and  the  two  grades  below  it  (72  per  cent  of  the  cotton)  must  have  had 
an  important  bearing  on  the  average  price  received. 

Three  lengths  of  staple  (1 J^  to  l-ft-  inch,  inclusive)  held  an  equal, 
if  not  more  important  place,  as  shown  by  the  fact  that  nearly  76 
per  cent  was  classed  out  into  these  lengths.  Classification  as  "extra 
staple  "  cotton  usually  begins  with  1  y%  inch  lengths  as  a  minimum.     It 
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is  the  lengths  above  1  yw  inch  which  usually  commands  the  high  prem- 
iums and  the  marketing  of  a  crop  composed  largely  of  lengths  below 
lT3p  inch,  at  a  price  above  the  quoted  season's  average  price  for 
Middling  1]/%  inch  staple,  is  a  real  test  of  merchandising  ability. 
As  in  the  case  of  the  rate  of  delivery,  examination  of  the  data 
did  not  indicate  that  the  price  level  for  cotton  in  general,  or  for  partic- 
ular grades,  had  any  observable  effect  on  the  class  of  cotton  which 
members  turned  over  to  the  association  for  marketing.  Evidently 
the  members  delivering  cotton  to  the  association  have,  as  a  rule, 
tinned  over  their  entire  crop.  In  some  commodities,  there  is  a 
tendency,  under  favorable  market  conditions,  for  members  to  sell 
the  best  grades  on  the  outside,  and  to  deliver  the  poorer  product  to 
their  marketing  organization. 

CONSISTENCY    OF    MEMBERS'    DELIVERY 

A  thorough  study  of  the  consistency  of  delivery  by  members  is  an 
essential  to  the  understanding  of  the  membership  problem. 

An  analysis  of  deliveries  was  made  with  a  view  of  determining  (1) 
the  type  of  member  that  delivers  cotton  consistently  each  year  after 
he  has  become  a  member,  (2)  the  type  that  drops  out  after  delivering 
for  one  year  and  (3)  the  type  that  continues  to  deliver  more  or  less 
erratically  during  the  life  of  the  contract.  Unfortunately  the 
necessary  records  for  a  thorough  analysis  of  this  important  problem 
had  not  been  maintained  but  such  study  was  made  as  the  information 
at  hand  permitted. 

Records  of  members'  deliveries  have  apparently  been  kept  on  the 
theory  that  "once  a  member  always  a  member."  Under  the  original 
contract  this  was  true — in  theory.  There  are,  for  instance,  a  number 
of  contracts  which  have  been  signed  but  on  which  no  deliveries  had 
ever  been  made,  and  many  on  which  deliveries  had  been  made  only 
one  year.  The  reason  why  the  contracts  had  not  been  fulfilled  or 
had  been  permitted  to  lapse  after  one  year  did  not  appear  to  be  avail- 
able except  in  the  most  general  way.  Such  information  had  not  been 
made  a  matter  of  record.  Apparently  this  laxity  was  occasioned 
by  the  fact  that  each  instance  had  been  considered  on  its  merits  and 
disposed  of  by  the  proper  officials.6  This,  however,  is  unsatisfatory, 
as  it  does  not  build  up  the  necessary  information  on  which  policies 
can  be  formulated  and  remedial  action  initiated.  A  cooperative  must 
study  its  membership  performance  in  the  same  way  that  other  businesses 
study  the  record  oj  their  customers. 

The  association's  records  show  that  there  were  theoretically  2,518 
contracts  in  force  at  the  end  of  1924-25.  Records  of  delivery  show 
that  there  were  only  2,249  on  which  deliveries  had  been  made  at  any 
time.  This  leaves  269  contracts,  10.7  per  cent,  on  which  no  deliveries 
had  been  made  and  for  which  the  reasons  for  nondelivery  were  not  a 
matter  of  record. 

Each  year  has  seen  a  number  of  members  drop  out  and  in  1924-25 
only  about  52  per  cent  (1,165)  of  those  who  had  at  some  time  delivered 
cotton  to  the  association  fulfilled  their  contract.  There  are  some  who 
have  discontinued  growing  cotton  for  one  cause  or  another,  but  it 
seems  unlikely  that  all  of  the  1,084  failed  to  deliver  for  these  reasons. 

5  Association  officials  feel  that  the  control  of  production  credit  is  one  of  the  most  important  factors 
affecting  the  consistency  of  delivery. 
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Table  5. — Deliveries  on  contracts 


Contracts 
signed 

Delivering  on 
contract 

Bales 

received 

Average 
number 

Season  • 

Members 

Percent- 
age of 

contracts 
signed 

of  bales 

per 
member 
delivering 

1921-22 

Number 

1.S32 
2,  445 
2.  497 
2;  518 

Number 

1.50S 
1,770 
1,384 
1.  165 

Per  cent 
82.3 
72.  4 
55.  4 
46.3 

Running 
bales 

156,  020 
167,702 
107,  432 
124,  342 

Bales 
103 

1922-23 

1923-24 

1924-25..                                                               

95 

78 
107 

1 

Sept.l  to  Aug.  31. 

Table  5  shows  the  extent  to  which  members  delivered  on  their 
marketing  contracts.  The  actual  number  of  members  delivering 
increased  the  second  year,  but  since  that  time  has  gone  steadily  down- 
ward, there  being  some  300  fewer  actually  making  deliveries  in  1924-25 
than  during  the  first  year.  An  increased  baleage  was  delivered  in 
1924,  but  this  did  not  come  from  the  fact  that  an  increased  number  of 
members  lived  up  to  their  contracts,  but  is  accounted  for  by  a  some- 
what larger  average  delivery  per  member. 

It  is  extremely  important,  from  the  standpoint  of  association 
management,  to  understand  what  type  of  member  has  been  loyal. 
Table  6  shows  an  analysis  of  the  performance  during  the  period 
1921-1924  of  those  who  signed  the  1,832  contracts  on  file  at  the  end 
of  1921-22.  It  shows  that  14  per  cent  had  not  delivered  at  all,  19 
per  cent  delivered  only  during  the  1921-22  season,  2  per  cent  delivered 
in  some  one  year  other  than  1921-22,  17  percent  delivered  two  year?, 
11  per  cent  delivered  three  years,  and  37  per  cent  delivered  all 
four  years. 


Taele  6. — Delivei 


"U 


performance   during  four   years,    1921 

who  joined  in  1921 


to   1925   by    members 


Membership  classification 

Members 

Percent- 
age of 
total 
joiners 
in  1921 

Members  who  did  not  deliver  at  all .     . .     ...  

Number 
253 

346 
78 

214 

313 

28 

Per  cent 

14 

Members  who  delivered: 

In  1921  only .  . 

19 

All  four  vears.  . ____________                   ____ 

37 

Three  veaxs. 

11 

Two  ye-"- is ....       _  .   _.  .                 ..... 

17 

One  year,  except  1921 .                  .... 

2 

Total 

1,832 

100 

Data  for  all  four  years  were  carefully  examined  to  determine  the 
relative  importance  of  these  different  groups,  and  the  extent  to  which 
the  tendency  evidenced  in  any  one  year  is  consistent  for  all  years. 

Inasmuch  as  the  various  tendencies  did  seem  to  be  consistent  for 
all  years,  the  tables  shown  and  the  discussions  of  them  are  based  on 
data  for  1921-22  only,  unless  otherwise  noted. 
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Records  of  deliveries  indicate  that  the  grower  who  signs  a  contract 
which  he  never  fulfills  will  continue  to  be  a  problem.  The  members 
who  joined  the  association  during  the  last  two  or  three  years  have 
not  exhibited  this  tendency  to  the  same  degree  as  the  group  who 
signed  prior  to  the  end  of  the  1921-22  season,  and  it  is  possible  that 
as  the  years  go  by  the  number  of  growers  of  this  type  who  join  the 
association  will  be  fewer. 

The  presence  of  this  type  of  members  during  the  early  life  of  the 
organization  is  not  imusual  or  unexpected.  In  practically  all  new 
movements  there  is  a  noticeable  tendency  for  a  larger  percentage 
of  the  supporters  to  be  in  the  class  of  enthusiasts  who  drop  out  after 
the  first  year.  The  data  indicate  that  the  planters  who  join  in  later 
years,  after  the  association  has  had  an  opportunity  to  demonstrate 
what  it  can  do,  are  somewhat  more  likely  to  contain  a  lower  per- 
centage of  this  class,  hence  a  larger  proportion  will  remain  as  loyal 
members. 

To  throw  light  on  the  membership  problem  and  to  find  what  type 
of  grower  is  connected  with  specific  types  of  performance,  the  delivery 
data  have  been  classified  into  groups  according  to  the  size  of  delivery. 
Naturally  the  number  of  growers  in  the  small-delivery  groups  was 
large.  Hence  any  conclusions  drawn  solely  from  a  comparison  of 
the  number  in  a  group  would  naturally  be  biased  by  the  size  of  these 
small-delivery  groups.  To  draw  correct  conclusions  as  to  how  far 
the  organization  should  go  in  expending  funds  for  the  education  of 
each  particular  type,  there  must  be  taken  into  consideration,  not 
only  the  number  in  the  group,  but  also  their  relative  importance  in 
the  total  volume  of  product  handled.  Hence,  in  Tables  7  to  9, 
inclusive,  which  form  the  basis  of  the  discussion  in  this  section, 
members  have  been  arranged  in  size  groups  according  to  the  number 
of  bales  they  have  delivered,  and  their  estimated  relative  importance 
in  the  matter  of  total  deliveries. 

Table  7  shows  the  importance  of  the  various  types  of  members 
who  joined  in  1921,  or  earlier,  and  actually  delivered  cotton  at  some 
time  during  the  four  years  of  operation.  There  were  1,579  of  these 
members  and  their  importance  has  been  examined  from  the  two 
viewpoints  stated.  The  group  which  signed  contracts  during  this 
period  but  never  actually  delivered  any  cotton  can  not  be  studied, 
inasmuch  as  no  data  are  available  concerning  it. 


I* 
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Table  7. — Type  of  members  who  delivered  after  joining  and  their  relative  impor- 
tance in  deliveries,  based  on  1921-22 


Number  of  bales  delivered 

Members 

who  joined  and 

delivered  cotton 

on  contract 

Esti- 
mated 
percent- 
age of 
total 

Members 

Percent- 
age of 
total 

deliveries 

con- 
tributed 
by  each 

group 

Less  than  10                         

Number 

302 

223 

137 

107 

101 

67 

65 

50 

45 

40 

205 

109 

55 

19 

17 

10 

7 

5 

2 

2 

2 

3 

1 

Per  cent 

19.1 

14.1 

8.7 

6.8 

6.4 

4.3 

4.1 

3.2 

2.9 

2.5 

13.0 

6.9 

3.5 

1.2 

1.1 

.6 

.4 

.3 

.1 

.1 

.1 

.2 

.1 

Per  cent 
0.9 

10-20 

1.9 

21-30   ..                    

2.0 

31-40   .                           - 

2.2 

41-50 

2.6 

51-60 --- 

2.2 

61-70...                      

2.5 

71-80 

2.2 

81-90. __ 

2.2 

91-100. 

2.2 

101-200 

17.9 

201-300 

15.9 

301-400. 

11.2 

401-500. 

5.0 

501-600 

5.4 

601-700.. 

3.8 

701-800. . 

3.1 

801-900. 

2.5 

901-1,000 

1.1 

1,001-1,100 

1.2 

1,101-1,200 

1.3 

1,201-1,300 

2.2 

1,301-1,400 

.8 

1,401-1,500 

1,501-2,000 

2,001-2,500 

3 

.2 

3.9 

2,501-3,000-     -                                                  -           -         -     -     

3,001-3,500 

2 

.1 

3.8 

Total 

1,579 

100.0 

100.0 

TYPE    OF   MEMBERS   WHO   DELIVERED  AFTER   JOINING  AND   THEIR   RELATIVE 
IMPORTANCE  IN  DELIVERIES,  BY  GROUPS,  BASED  ON  1921-22 


Group 

Number  of  bales  delivered 

Members 
who  joined  and 
delivered  cotton 
on  contract 

Esti- 
mated 
percent- 
age of 
total 

No. 

Members 

Percent- 
age of 
total 

deliveries 

con- 
tributed 
by  each 

group 

1 

Less  than  20... 

Number 
525 
345 
267 
205 
109 
115 
8 
5 

Per  cent 

33.2 

21.9 

16.9 

13.0 

6.9 

7.3 

.5 

.3 

Per  cent 
2.8 

2 

21-50 

6.8 

3 

51-100 

11.3 

4 

101-200 

17.9 

5 

201-300 

15.9 

6 

301-1,000 

32.1 

7 

1,001-1,500 

5.5 

8 

1,501-3,500 

7.7 

Total 

1,579 

100.0 

100.0 

For  convenience  in  bringing  out  more  clearly  the  relative  impor- 
tance of  the  various  types  of  growers,  the  lower  part  of  Table  7  has 
been  constructed  by  regrouping  the  data  above.     The  groups  are  not 
arranged  to  give  regular  classes,  as  it  is  desired  especially  to  bring 
4243°— 29 3 


18  Circular  397,  U.  S.  Department  of  Agriculture 

out  the  relative  importance  of  particular  types  in  the  Delta  com- 
munity. Of  the  members  who  did  deliver  on  contract  the  greatest 
number  (over  33  per  cent)  falls  into  group  1,  those  delivering  less 
than  20  bales  of  cotton  each.  In  fact,  the  planters  producing  less 
than  100  bales  of  cotton  entirely  outweigh  all  other  groups,  repre- 
senting, as  is  seen  from  groups  1,  2,  and  3,  approximately  72  per 
cent  of  all  members  who  delivered  cotton.  Group  4,  delivering  from 
101  to  200  bales  is  important,  comprising  13  per  cent  of  the  total 
active  membership.  Groups  5  and  6  (from  201  to  1,000  bales) 
combined  form  14.2  per  cent,  and  the  large-grower  groups  (1,001 
to  3,500  bales)  form  less  than  1  per  cent  of  the  membership. 

Looking  at  the  importance  of  the  various  groups  as  they  contributed 
to  the  volume  of  the  business,  it  is  at  once  evident  that  the  situation  is 
reversed.  The  72  per  cent  of  the  members  who  delivered  100  bales 
or  less  each,  are  estimated  to  have  furnished  about  21  per  cent  of 
Xhe  cotton,  whereas  those  delivering  between  101  and  200  bales 
(group  4)  forming  about  13  per  cent  of  the  membership,  are  esti- 
mated to  have  contributed  nearly  18  per  cent  of  the  cotton.  Those 
delivering  201  to  1,000  bales  (groups  5  and  6)  forming  about  14  per 
cent  of  the  membership,  are  estimated  to  have  contributed  48  per 
cent  of  the  volume  of  the  business  and  the  large  growers  in  groups 
7  and  8  (delivering  between  1,001  and  3,500  bales)  forming  less  than 
1  per  cent  of  the  members,  delivered  13  per  cent  of  the  cotton,  or 
two-thirds  of  the  estimated  deliveries  of  the  small  growers,  who  form 
72  per  cent  of  the  membership. 

From  a  viewpoint  strictly  limited  to  volume  of  business,  it  would 
seem  that  any  education  and  service  program  which  the  association 
might  undertake  should  be  directed  toward  serving  the  needs  of 
those  members  who  deliver  between  101  and  300  bales  of  cotton  each 
(groups  4  and  5)  representing  20  per  cent  of  the  membership,  and 
delivering  33  per  cent  of  the  cotton.  What  would  serve  the  needs 
of  these  planters  would  probably  suffice  for  those  in  other  groups  of 
nearly  the  same  type,  and  thus  the  wishes  of  those  growers  who  con- 
tribute an  important  part  of  the  cotton  would  be  served. 

But  successful  cooperative  marketing  needs  the  support  of  the 
producing  community.  Under  the  cooperative  principle  (one  man, 
one  vote)  the  voting  control,  which  in  the  long  run  will  determine  the 
policies  under  which  the  association  is  operated,  in  this  association 
rests  with  that  part  of  the  membership  which  furnishes  only  a  relatively 
small  part  of  product.  If  the  policies  of  the  association  are  to  be 
sound,  the  large  mass  of  small  producers  must  understand  what  consti- 
tutes sound  cooperative  business.  Any  plan  of  membership  informa- 
tion should  give  careful  consideration  to  this  group  if  it  is  to  result 
in  a  better  understanding  of  sound  business  and  more  wholehearted 
community  support  for  the  cooperative  marketing  organization. 

Table  6  indicates  that  about  19  per  cent  of  those  who  signed 
contracts  delivered  only  one  year  and  then  dropped  out.  Examina- 
tion of  the  new  contracts  signed  in  other  years  indicates  that  about 
this  same  percentage  drop  out  after  they  have  delivered  one  year. 
It  is  important  then  to  see  what  type  of  grower  is  included  in  this 
one-year  class. 

Table  8  shows  an  analysis  into  groups  of  the  346  growers  who 
delivered  in  1921  and  not  thereafter.     It  is  to  be  expected  that  the 
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largest  number  of  growers  thus  dropping  out  would  be  found  in  the 
small-grower  group  inasmuch  as  this  group  contains  the  largest 
number  of  members  and  therefore  offers  the  greatest  opportunity 
for  delinquency.  When  this  has  been  placed  on  a  percentage  basis 
so  that  the  effect  of  mere  numbers  is  eliminated,  it  is  still  noticeable 
that  the  small  growers  are  the  ones  who  fall  away.  Figure  2  as  well 
as  the  fourth  column  in  Table  S,6  indicates  how  the  percentage  of 
those  dropping  out  tends  to  decrease  as  the  size  of  deliveries  per 
member  increases.  An  examination  of  the  lower  part  of  Table  8 
shows  45  per  cent  of  the  growers  who  discontinued  deliveries  after 
the  first  year  falls  into  group  1  (delivering  less  than  20  bales  of  cotton 
each),  23  per  cent  in  group  2  (21  to  50  bales),  nearly  14  per  cent  into 
group  3  (51  to  100  bales).  Over  82  per  cent  of  these  one-year  mem- 
bers fall  into  the  groups  delivering  100  bales  or  less. 


Relative  number  and  type  of  members 
who  Drop  Out  after  the  first  year 

Based  on  1921  -'22 
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Fig.  2.— The  percentage  of  members  who  drop  out  tends  to  decrease  as  the  size  of  deliveries  per 

member  increases 

Looking  at  this  problem  again  from  the  viewpoint  of  its  importance 
in  the  volume  of  business  handled  through  the  association,  estimates 
indicate  that  the  whole  group  who  dropped  out  after  one  year's 
delivery,  fonning  about  22  per  cent  of  all  active  members,  furnished 
only  about  14  per  cent  of  the  cotton.  This  is  not  a  large  portion 
but  it  is  important  in  its  effect  on  the  continued  growth  of  the  associa- 
tion. It  is  essential  to  know  the  reason  why  these  growers  have 
dropped  out  in  order  that  this  information  may  be  used  as  a  basis 
for  working  out  a  plan  of  education  which  will  teach  the  advantages 
of  organization. 

6  In  connection  with  Table  8,  attention  should  be  called  to  the  fact  that  the  groups  beginning  with  100  to 
200  bales  are  ten  times  larger  than  the  other  groups,  hence  any  consideration  of  the  figures  relative  to  these 
larger  groups  must  take  into  consideration  the  fact  of  increased  group  size. 
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Table  8. — Type  of  members  who  dropped  out  after  the  first  year  and  their  relative 

importance  in  deliveries 

[Based  on  1921-22] 


Members  delivering 
cotton  in  1921  only 

Esti- 

Number of  bales  delivered 

Members 

Percent- 
age of 
total 
members 
who  de- 
livered 
in  1921 

mated 
percent- 
age of 
total  de- 
liveries 
for  year 

Less  than  10 .... . 

Number 

95 

61 

32 

28 

20 

11 

17 

9 

6 

5 

39 

12 

5 

1 

3 

2 

Per  cent 
35.4 
28.4 
23.7 
27.5 
20.6 
16.9 
26.6 
18.7 
13.6 
13.2 
19.6 
11.1 
9.6 
5.3 
17.6 
20.0 

Per  cent 
0.3 

10-20 

.6 

21-30 

.5 

31-40 

.6 

41-50 

.6 

51-60    

.4 

61-70 

.7 

71-80  

.4 

81-90 

.3 

91-100 

.3 

101-200 

3.8 

201-300    

1.9 

301-400 

1.1 

401-500.. 

.3 

501-600 

1.1 

601-700 

.8 

Total 

346 

22.9 

13.7 

TYPE    OF   MEMBERS   WHO   DELIVERED   AFTER   JOINING    AND    THEIR    RELATIVE 
IMPORTANCE  IN  DELIVERIES,  BY  GROUPS,  BASED  ON  1921-22 


Number  of  bales  delivered 

Members   delivering   cotton 
in  1921  only 

Esti- 
mated 
percent- 
age of 
total  de- 
liveries 
contri- 
buted by 
"  each 
group 

Group 
No. 

Members 

Percent- 
age of 
total  de- 
linquent 
members 

Percent- 
age of 

total 
members 
deliver- 
ing in 

1921 

1 

Less  than  20 

Number 
156 
80 
48 
39 
12 
11 

Per  cent 
45.1 
23.1 
13.9 
11.3 
3.4 
3.2 

Per  cent 
63.8 
71.8 
89.0 
19.6 
11.1 
52.5 

Per  cent 
0.9 

2 

21-50 -. 

1.7 

3 

51-100 

2.1 

4 

101-200-.. 

3.8 

5 

201-300    .     . 

1.9 

6 

301-1,000 

3.3 

Total 

346 

100.0 

22.9 

13.7 

Table  9  shows  the  number  and  the  relative  importance  of  those 
growers  who  deliver  each  year  after  they  have  become  members. 
Only  45  per  cent  of  those  delivering  in  1921-22  (37  per  cent  of  those 
who  signed  contracts)  have  consistently  and  continually  delivered  to 
the  association  throughout  its  life.  This  45  per  cent  delivers  the 
largest  portion  of  the  cotton,  as  it  is  estimated  that  they  contributed 
at  least  71  per  cent  of  the  yearly  volume. 

In  examining  in  detail  the  figures  in  Table  9,  the  same  conclusion 
that  was  drawn  from  Table  8  appears  to  be  true;  that  is,  the  small 
grower  tends  to  drop  out  and  the  larger  grower  tends  somewhat  more 
consistently  to  be  loyal  to  the  association,  and  to   continue  with  it. 
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In  addition  to  the  three  classes  (those  who  never  deliver,  those 
who  deliver  only  the  first  year,  those  who  deliver  consistently)  there 
is  a  fourth  class  forming  about  30  to  35  per  cent  of  the  total  member- 
ship who  deliver  more  or  less  erratically  and,  in  general,  do  not 
deliver  any  two  consecutive  years.  It  is  probable  that  there  will 
always  be  some  of  these,  but  every  effort  should  be  made  to  procure 
consistent  delivery.  Erratic  delivery  tends  to  make  it  difficult  for 
the  organization  so  to  plan  operations  as  to  most  efficiently  utilize  the 
facilities  which  they  have  for  selling  cotton.  This  class  of  members 
who  deliver  erratically  may  cause  considerable  waste  motion  in  the 
planning  and  operation  of  the  organization.  Stability  of  volume 
is  essential   to   economical   operation   and   effective   merchandising. 

Table   9. —  Type  of  members   who   delivered  consistently   after  joining  and  their 
relative  importance  in  deliveries 

[Based  on  1921-22] 


Members  who  de- 
livered cotton  in 
1921   and   deliv- 
ered  each    year 
thereafter 

Esti- 
mated 

Number  of  bales  delivered 

Members 

Percent- 
age of 
total 
members 
in  group 
who  de- 
livered 
in  1921 

percent- 
age of 
total  de- 
liveries 
for  year 

Less  than  10 

Number 

73 

77 

53 

47 

48 

26 

31 

27 

18 

26 

102 

75 

32 

11 

10 

7 

4 

2 

1 

1 

1 

1 

Per  cent 
27.2 
35.8 
39.2 
46.0 
49.4 
40.0 
48.4 
56.2 
40.7 
68.4 
51.2 
69.4 
61.5 
57.9 
58.8 
70.0 
57.1 
40.0 
50.0 
50.0 
50.0 
33.3 

Per  cent 
0.2 

10-20 

.8 

21-30.. 

.9 

31-40 

1.2 

41-50 

1.6 

51-60 

1.0 

61-70 

1.4 

71-80 

1.5 

81-90 

1.1 

91-100 

1.8 

101-200 

11.0 

201-300 

13.5 

301-400 

8.1 

401-500 

3.5 

501-600 

4.0 

601-700 

3.3 

701-800 

2.2 

801-900 

1.2 

901-1,000 

.7 

1.001-1,100 

.8 

1,101-1,200 

.8 

1,201-1,300 

.9 

1,301-1,400 

1,401-1,500 

1,501-2,000 

2,001-2,500 

3 

100.0 

4.9 

2,501-3,000 

3,001-3,500 

2 

100.0 

4.7 

Total 

678 

45.0 

71.1 

In  general,  it  may  be  said  that  the  analysis  of  membership  de- 
liveries which  has  been  made  indicates  a  greater  tendency  for  the 
smaller  grower  to  be  delinquent  in  deliveries  than  for  the  larger 
grower.  It  also  indicates  that  those  growers  who  become  members 
in  the  later  years  of  the  organization  have  tended  to  remain  loyal  to  a 
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greater  extent  than  those  who  became  members  in  the  earlier  stages 
of  its  growth.  There  may  be  a  possibility  that  the  association  is 
exercising  more  care  in  the  selection  of  members  during  these  later 
years.  Such  information  as  is  available,  however,  indicates  that 
those  who  become  members  in  later  years  have  joined  only  after 
being  convinced  that  the  organization  was  a  forward  step  in  cotton 
marketing. 

Further  analyses  need  to  be  made  of  these  data  looking  toward  an 
understanding  of  the  financial  background  of  the  particular  member 
and  to  ascertaining  the  extent  to  which  his  indebtedness  has  been  a 
factor  in  preventing  delivery.  At  the  present  time  adequate  data  are 
not  available  for  such  analyses. 

As  a  result  of  the  study  of  membership  relations  the  Division  of 
Cooperative  Marketing  feels  that  it  is  highly  desirable  that  the 
association  work  out  a  more  effective  program  for  giving  members 
information  regarding  its  operations.  It  would  be  an  unusual  condi- 
tion in  cooperative  marketing  if  the  association  and  its  activities  were 
not  discussed  frequently  throughout  the  Delta,  and  it  would  be  un- 
usual if  misleading  and  harmful  statements  were  not  circulated  re- 
garding the  organization. 

The  association  should  plan  to  make  each  one  of  its  members  an 
informed  advocate  of  it.  It  would  be  immensely  helpful  if,  when 
misleading  statements  are  made  regarding  the  association,  someone 
present  should  be  in  a  position  to  give  the  facts  in  an  authoritative 
way.  If  allowed  to  go  uncontradicted,  any  statement,  however 
false,  tends  to  be  accepted  as  the  truth  by  many  people.  The  longer 
it  is  allowed  to  circulate  unchallenged,  the  harder  it  becomes  to  con- 
vince members  that  the  real  situation  is  different. 

The  Division  of  Cooperative  Marketing  can  not  undertake  to  lay 
out  a  detailed  plan  for  getting  information  regarding  the  association 
to  the  members.  The  division  feels,  however,  that  the  association 
should  utilize  the  13  local  branch  offices  as  points  of  contact  with 
members  to  a  much  greater  extent  than  has  been  done  in  the  past. 
If  the  local  branch  managers  are  to  speak  for  the  association  they 
must  be  kept  closely  in  touch  with  its  activities  so  that  they  may 
be  in  a  position  to  give  accurate  information  to  members. 

The  problem  of  educating  association  members  and  at  the  same 
time  creating  good  will  among  the  urban  population  has  received  little 
attention.  No  matter  how  efficient  the  association  may  be  as  a 
business  organization,  it  will  not  receive  the  support  it  deserves  until 
the  members,  and  the  business  men  and  bankers  who  have  a  large 
influence  on  public  opinion  in  the  country,  are  convinced  that  it  is 
well  managed,  efficiently  operated  and  that  it  is  responsive  to  the 
interests  and  welfare  of  its  members  and  the  community. 

WAREHOUSING 

The  association  owns  no  warehouses.  Provision  was  made  in 
its  " standard  contract"  for  the  organization  of  a  warehousing  cor- 
poration, but  the  need  for  it  has  not  been  apparent  and  the  directors 
have  felt  that  it  would  be  unwise  to  proceed  with  the  organization. 
Adequate  storage  space  is  available  in  the  Delta,  and  ownership  by 
the  association  of  such  property  involved  either  the  purchase  of 
existing  facilities  from  private  owners,  or  the  duplication  of  these 
facilities  through  new  construction. 
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Unless  the  private  owners  were  especially  anxious  to  dispose  of 
their  warehouse  property,  an  attempt  to  acquire  these  facilities  would 
result  in  a  purchase  cost  somewhat  greater  than  their  actual  operating 
value.  On  the  other  hand,  duplication  of  already  adequate  facilities 
probably  would  involve  still  greater  economic  waste. 

The  principal  objectives  to  be  attained  by  the  ownership  of  property 
of  this  type  are  usually  the  reduction  of  the  warehousing  cost  and  the 
provision  of  satisfactory  warehousing  service.  It  is  probable  that 
the  opportunities  in  these  directions  may  be  somewhat  overestimated. 
As  long  as  satisfactory  rates  and  services  can  be  obtained  from 
existing  owners,  the  assumption  by  the  association  of  the  risks 
attendant  upon  ownership  and  operation  of  such  property  may  be 
questioned. 

There  is  a  further  point  worthy  of  consideration  here.  Bankers 
and  other  financial  agencies  generally  do  not  look  as  favorably  upon 
the  warehouse  receipt  issued  by  an  organization  that  is  owned  and 
controlled  by  an  association  whose  products  it  stores,  as  upon  ware- 
house receipts  issued  by  an  independent  trustee.  In  fact,  a  number 
of  bankers  who  are  in  a  position  to  do  financing  on  a  large  scale  will 
not  accept  such  receipts. 

The  association's  plan  of  operation  does  not  contemplate  assem- 
bling at  one  or  two  so-called  strategic  concentration  points  as  the 
volume  is  large  enough  at  all  warehousing  points  so  that  the  filling 
of  orders  is  not  a  problem.  The  cotton  is  stored  at  the  point  most 
convenient  for  the  individual  member  and  is  shipped  direct  from  that 
point  to  the  buyer. 

Cotton  of  the  association  is  stored  only  in  warehouses  bonded  under 
the  United  States  warehouse  act.  The  individual  member  delivers 
his  cotton  to  any  such  warehouse  he  may  choose  and  his  freedom  of 
choice  is  absolute. 

Many  of  the  officials,  directors,  and  members  are  financially  inter- 
ested in  existing  warehouse  facilities  in  the  Delta.  Careful  examina- 
tion of  the  relative  use  which  is  made  of  different  warehouses  by  the 
association  members  does  not  indicate  that  there  is  the  slightest 
connection  between  ownership  and  use.  Aside  from  requiring  that 
the  cotton  be  stored  in  warehouses  licensed  under  the  United  States 
warehouse  act  there  is  no  indication  that  directors,  officers,  or 
employees  of  the  association  have  attempted  in  any  way  to  influence 
the  volume  of  business  which  accrued  to  any  individual  warehouse. 

When  cotton  is  received  at  the  warehouse  a  receipt  is  given  to  the 
grower.  He  then  transmits  or  brings  this  receipt  to  the  local  branch 
office  where  proper  record  is  made  of  it,  and  it  is  sent  to  the  general 
office.  In  case  an  advance  is  to  be  made  on  the  cotton  covered  by 
this  receipt,  the  necessary  papers  are  prepared  immediately  by  the 
local  branch  office,  and  the  grower  is  given  a  draft  which  can  be  cashed 
at  the  bank. 

SAMPLING  AND  CLASSIFICATION 

After  delivery  to  the  warehouse,  samplers  in  the  employ  of  the 
association  draw  a  sample  from  each  bale.  This,  under  ordinary 
conditions,  is  the  only  sample  taken,  and  in  this  way  the  waste  incident 
to  the  drawing  of  samples  by  each  prospective  buyer,  as  was  often 
the  case  under  the  old  system,  is  avoided,  with  some  advantage  to 
the  grower. 
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The  samples  are  sent  to  the  local  office  with  proper  identification 
tags  attached.  In  the  case  of  pooled  cotton,  the  entire  sample  is 
forwarded  to  the  main  office  for  classing  after  it  has  been  checked  off 
against  the  local  office  records.  In  the  case  of  cotton  destined  for 
the  fourth  option,  the  samples  are  split,  half  of  each  being  sent  to  the 
main  office  and  the  other  part  remaining  with  the  local  branch  office 
for  display  to  buyers. 

As  soon  as  the  samples  are  received  by  the  main  office  they  are 
assigned  what  is  designated  as  the  " in-class."  Immediately  after 
the  in-class  has  been  determined,  the  class  sheet  is  made  up  and 
copies  sent  to  the  local  branch  office  and  to  the  grower.  This  generally 
reaches  the  local  office  not  later  than  the  third  day  after  the  cotton 
has  been  delivered  to  the  warehouse  and  probably  reaches  the  grower 
during  the  following  day.  It  is  obvious  that  the  grower  is  kept  closely 
in  touch  with  the  grades  which  have  been  placed  upon  his  cotton,  and 
is  in  a  position  to  take  up  the  subject  with  the  association  almost  at 
once  in  case  he  so  wishes.  In  general,  it  has  worked  out  that  but  few 
growers  feel  that  they  have  not  received  justice  in  the  classing  of  their 
cotton  and  few  complaints  have  been  made. 

This  in-class  is  considered  somewhat  in  the  light  of  tentative  grad- 
ing, but  the  reclassing,  which  is  made  at  the  time  of  sale,  seldom 
results  in  a  different  class  from  that  assigned  at  the  time  the  sample 
is  first  received  by  the  association.  When  this  second  classing  does 
differ  from  the  tentative  "in-class"  the  member's  account  is  corrected 
so  that  payments  are  made  on  the  basis  of  the  final  class.  The  second 
classing — called  "out-class" — is  largely  in  the  nature  of  a  service  to 
the  buyer,  and  is  made  with  the  aim  of  securing  uniformity  in  the 
shipments  and  accurate  matching  of  the  spinner's  requirements. 

This  double  classing  would  seem  to  be  an  excellent  check  which 
would  tend  to  assure  the  grower  that  justice  has  been  done  in  estab- 
lishing grade  and  staple  of  his  cotton.  He  is  sent  a  copy  of  the  reclas- 
sification sheet  and  has  the  right  to  ask  for  a  reexamination  of  his 
cotton  if  he  is  not  satisfied  with  the  final  class.  Furthermore,  the  use 
of  United  States  licensed  warehouses  probably  tends  to  set  up  an  addi- 
tional check  on  the  accuracy  of  the  association's  classing  practices, 
inasmuch  as  Government  classers,  from  time  to  time,  make  tests  of 
the  accuracy  of  the  classes  assigned  to  cotton  stored  in  these  ware- 
houses. Although  these  checks  cover  usually  only  a  small  percentage 
of  the  cotton,  they  are  made  at  unannounced  periods,  and  the  sam- 
ples are  drawn  at  random  so  that  it  is  probable  that  any  serious  dis- 
crepancies in  grading  would  be  brought  to  light  by  this  method. 

In  view  of  the  fact  that  the  first  classing  of  the  cotton  must  be  done 
very  rapidly  and  under  pressure  of  heavy  receipts,  it  is  worthy  to  note 
that  there  are  few  complaints  from  growers,  and  that  the  second  class- 
ing of  cotton  at  the  time  of  sale  tends  to  agree  closely  with  the  original 
classing.  Such  accuracy,  when  combined  with  speed,  could  be 
achieved  only  through  the  employment  of  cotton  classers  of  more 
than  usual  ability.  The  accuracy  of  the  results  is  attested  by  the 
fact  that  rejections  have  been  small.  During  the  four  years  these 
have  averaged  less  than  1  per  cent  of  sales. 

It  might  be  argued  that  the  small  number  of  rejections  was  the 
result  of  shipping  cotton  of  a  grade  better  than  that  sold,  rather  than 
a  result  of  careful  and  accurate  classing.  Such  information  as  was 
obtained  from  the  mills  tended  to  refute  this  theory. 
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PRICE   AND   SALES   POLICY 

Development  of  an  effective  price  and  sales  policy  is  probably  one 

of  the  most  important  problems  which  confronts  any   cooperative 

marketing  organization.     It  is  only  through  the  development  and 

successful  carrying  out  of  such  a  policy  that  the  members  will  be  able 

J         to  obtain  the  full  benefits  from  organization. 

Full  responsibility  for  the  formulation  of  a  sound  price  and  sales 
policy  must  rest  upon  the  board  of  directors.  In  discharging  this 
responsibility  they  need  to  know  thoroughly  the  factors  which  deter- 
mine the  price  for  their  product,  the  reaction  of  price  to  changes  in 
supply,  what  the  effective  demand  is,  and  how  it  is  reflected  in  the 
price,  the  probable  seasonal  and  other  changes  in  price  under  varying 
economic  conditions.  In  all  these  matters  the  manager  can  be  of 
considerable  help  and  his  advice  should  be  sought.  Even  with  his 
council  it  will  .usually  be  found  that  further  careful  analysis,  based  on 
all  available  statistics,  will  be  helpful. 

One  of  the  objectives  of  cooperative  organization  is  to  promote 
" orderly  marketing."  Just  what  this  is,  and  how  it  may  be  achieved, 
has  rarely  been  stated,  except  in  the  most  general  terms.  It  is 
unlikely  that  a  program  which  constitutes  orderly  marketing  for  one 
commodity  would  bring  the  same  results  with  other  commodities. 
It  is  probable  that  the  correct  program  can  be  determined  only  after 
a  thorough  study  of  the  price  and  demand  history  of  each  commodity. 
In  view  of  ever-changing  economic  conditions,  it  is  unlikely  that  the 
sale  of  the  crop  in  equal  periodical  installments  would  constitute  the 
type  of  a  sales  program  which  an  organization  would  want  to  adhere 
to  strictly  at  all  times.  Demand  is  not  equally  active  at  all  times, 
and  to  force  the  sale  of  a  commodity  in  order  to  satisfy  the  "  equal 
installment"  program  would  probably  result  in  making  unsatisfac- 
tory price  concessions. 

In  popular  discussion,  there  are  two  theories  as  to  what  constitutes 
the  best  price  and  sales  policy  for  a  farmers'  cooperative  marketing 
association.  One  of  these  assumes  that  it  is  the  aim  of  a  cooperative 
organization  to  effect  such  control  of  a  product  as  to  enable  it  to 
dictate  an  arbitrary  price,  without  reference  to  supply  and  demand 
conditions.  The  other  theory  assumes  that  an  organization  can  not 
maintain  prices  which  are  out  of  line  with  economic  conditions,  and, 
in  the  long  run,  its  members  will  receive  the  largest  benefit  through 
the  development  of  a  price  and  sales  policy  which  attempts  to  adjust 
supply  to  market  demand.  This  study  indicates  clearly  that  this 
association  is  attempting  to  carry  out  a  price  and  sales  policy  of  this 
latter  type. 

The  futility  of  an  attempt  by  cotton  cooperatives  to  fix  prices 
arbitrarily  is  indicated  by  the  following  brief  analysis  of  cotton  prices 
and  their  relation  to  some  of  the  more  evident  demand  and  supply 
fe         factors. 

There  is  a  generally  accepted  theory  that  a  large  crop  of  staple 
cotton  results  in  a  low  price.  Studies  by  the  Division  of  Cooperative 
Marketing  indicate  that  price  has  no  direct  relationship  to  the  actual 
number  of  bales  produced,  whether  American  extra  staple  only  or  the 
total  world  production  of  long-staple  cotton  is  considered.  This  is 
indicated  by  Figures  3  and  4. 
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Fig.  3.— Relation  between  January  price  for  1^-inch  middling,  at  New  Orleans  and  the  American 
extra  staple  cotton  production  is  shown  by  these  curves.  Prices  were  adjusted  for  change  in  the 
purchasing  power  of  the  dollar,  using  Snyder's  General  Price  Level  Index.  Staple  production 
data  taken  from  the  National  Association  of  Cotton  Manufacturers'  1924  Yearbook 
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Fig.  4.— Relation  between  January  price  for  1^-inch  middling,  at  New  Orleans  and  the  world  long- 
staple  cotton  production  is  shown  by  these  curves.  Prices  were  adjusted  for  change  in  the  pur- 
chasing power  of  the  dollar,  using  Snyder's  General  Price  Level  Index.  Staple  production  data 
taken  from  the  National  Association  of  Cotton  Manufacturers'  1924  Yearbook 
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There  appears  to  be  a  relationship  between  the  price  of  staple 
cotton  7  and  the  total  world  production  of  all  cotton.  The  measure 
of  production  used  in  this  analysis,  however,  is  not  the  actual  number 
of  bales  of  staple  cotton  produced,  but  an  index  of  the  relation 
between  the  world  long-staple  crop  and  the  total  world  crop  of  cotton. 
The  price  used  is  an  index  of  the  relation  between  the  January 
short-cotton  price  and  the  January  price  for  staples.  The  data  used 
in  this  analysis  are  given  in  Table  10  and  illustrated  in  Figure  5. 
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Fig.  5.— Relation  between  long-staple  prices  compared  with  short-cotton  prices  and  world  long- 
staple  production  compared  with  world  production  of  all  cotton.    (See  Table  10.) 

Table  10. — Relation  of  staple  cotton  price  to  production 


Percentage  Percentage 
staple  cot-  :  staple  pro- 
ton price  duction  is 
is  above  of  total... 
short  cot-  j  world  pro- 
ton price  *      duction 


1915-16... 

Per  cent 
15.0 
15.4 
10.1 
10.4 
46.7 
27.5 
36.3 
9.1 
5.2 

Per  cent 
9.7 

1916-17 

11.3 

1917-18 

14.5 

1918-19 

12.1 

1919-20... 

1L0 

1920-21 

12.5 

1921-22 

1L4 

1922-23 

13.2 

1923-24 

12.3 

Average  1915-1923 

19.5 

12.0 

i  August  1  to  July  31. 

1  January  prices  at  New  Orleans  were  used  to  represent  the  season'price.    Middling  seven-eighths  inch 
represents  the  short-cotton  price  and  middling  V/%  inches  represents  the  long-staple  price. 

On  the   average,  over  a  period  of  nine  years,  world  long-staple 
production  was  12  per  cent  of  the  total  world  cotton  production. 


:  Staple  cotton  price  is  made  up  of  two  parts,  the  base,  which  is  the  short  cotton  price,  and  the  premium. 
Just  what  determines  the  amount  of  this  premium  is  a  question  to  which  considerable  statistical  analysis 
ind  study  can  profitably  be  devoted. 
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Staple  price  averaged  19  Yi  per  cent  above  the  short-cotton  price 
during  this  period.  (See  Table  10.)  When  the  production  of 
staples  became  a  larger  proportion  of  the  world  crop,  as  in  1923,  the 
price  ratio  fell  below  normal,  or  until  staple  price  was  only  5  per  cent 
above  short-cotton  price.  The  data  available,  covering  only  the  last 
nine  years,  including  the  abnormal  influence  of  the  World  War 
conditions,  are  not  adequate  to  formulate  exact  conclusions  relative 
to  this  relationship,   but  they  do  tend  to  indicate  that  the  actual  4 

production  of  staples  is  not  a  particularly  important  factor  in  estab- 
lishing price.  Rather,  it  is  the  supply  of  staples  compared  with  the 
supply  of  all  cotton  and  the  price  of  staples  compared  with  the  price 
of  short  cotton  which  reflects  to  some  extent,  the  possibility  of 
substitution. 

Staple  cotton  is  used  largely  in  the  manufacture  of  the  finer  fabrics 
and  in  the  manufacture  of  tire  structures.  Both  of  these  fall  into 
what  might  be  called  a  semiluxury  class  of  goods,  the  demand  for 
which  tends  to  vary  with  changes  in  general  economic  conditions. 
The  spinner  can  always  substitute  a  somewhat  shorter  staple  cotton, 
incur  more  expense  in  the  manufacturing  operation,  and  still  produce 
fabrics  of  approximately  the  same  quality.  Hence,  when  staple 
prices  are  high,  as  would  be  the  tendency  in  the  case  of  very  low 
production  of  staples  and  a  normal  crop  of  short  cotton,  there  is 
considerable  temptation  for  the  spinner  to  substitute  the  shorter 
lengths  for  the  more  costly  extra  staple. 

Further  examinations  of  this  question  indicate  that  changes  in 
demand,  brought  about  by  such  economic  factors  as  unemployment, 
the  price  and  supply  of  silks  and  wools,  the  condition  of  business  in 
general,  and  the  general  price  level,  are  important  determinants  of 
staple  price. 

It  appears,  then,  that  even  if  complete  control  of  the  staple-cotton 
production  were  possible,  the  fixing  of  an  arbitrary  price  over  a  period 
of  time  would  be  impossible.  It  is,  of  course,  possible  to  "fix"  a 
price,  but  it  is  not  possible  to  make  the  customer  pay  that  price. 

There  is  practically  no  agricultural  commodity  which  is  so  essential 
to  human  existence  that  some  substitute  can  not  be  found,  and  this 
possibility  of  substitution  destroys  any  effective  control  of  price  over 
a  long  period  of  time. 

SEASONAL  PRICE  CHANGES 

Many  farm  products  are  harvested  during  a  period  of  time  which 
is  relatively  short  when  compared  with  the  period  of  consumption. 
Consequently,  that  portion  which  can  not  be  used  at  once  must  be 
held  until  there  is  a  consumptive  demand  for  it.  Regardless  of  who 
performs  this  service,  certain  costs  will  accrue  which,  in  the  long  run, 
must  be  paid  out  of  the  final  price.  These  are  the  carrying  charges, 
such  as  storage,  interest  insurance,  and  deterioration,  and  the  risk  of 
price  fluctuations.     Hence,  on  an  average  over  long  periods  of  time  ^ 

it  would  be  only  natural  for  prices  to  rise  somewhat  as  the  period 
of  consumption  progresses.  It  would  be  impossible  to  induce  indi- 
viduals or  organizations  to  incur  these  costs  and  assume  the  risks 
without  the  hope  "and  expectation  of  being  reimbursed  for  so  doing. 

This  characteristically  seasonal  price  behavior  8  is  true  for  cotton, 
if  average  monthly  prices  for  a  term  of  years  are  used.     There  are, 

8  Prices  for  middling  %-inch  cotton  have  been  used  in  this  study  of  seasonal  changes  because  they  are 
available  over  a  longer  period  of  years. 
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however,  many  individual  years  in  which  the  price  movement  has 
been  almost  continuously  downward  from  the  beginning  to  the  end 
of  the  marketing  season,  just  as  there  have  been  years  when  the 
trend  was  upward.  On  the  average,  it  has  been  an  upward  trend, 
although  this  trend  has  not  occurred  with  anything  like  the  regularity 
which  is  assumed  in  popular  discussion. 

During  the  13  years  beginning  with  the  1912-13  season,  6  years 
had  a  definitely  upward  trend,  3  years  had  a  fairly  definite  downward 
trend,  and  4  years  probably  showed  no  definite  tendency  in  either 
direction  (fig.  6).  There  are  also  irregularities  in  the  month-to-month 
changes.  Each  month's  prices,  even  when  average  monthly  prices 
are  used,  are  not  characteristically  above  the  prices  of  the  preced- 
ing month.  If  average  monthly  prices 9  for  the  last  25  seasons 
(1900-1901  to  1925-26)  are  used,  the  September  and  October  prices 
are  shown  to  be  lower  than  the  prices  for  either  August  or  November, 
or,  in  fact,  any  other  month.  (See  Table  11.)  This  fact  has  given 
rise  to  the  theory  of  the  so-called  "autumnal  dip."  Under  this 
theory  it  is  assumed  that  the  price  of  cotton  falls  in  response  to  the 
heavy  marketing  by  farmers  during  September,  October,  and  No- 
vember and  then  rises  after  this  marketing  rush  is  over. 

Table   11. — Relative  1  spot  cotton  prices  at  Memphi 


Month 

25-year 
average, 
1900-1925 

10-year 
average, 
1915-1925 

3-year 
average, 
1922-1925 

August... .-- 

Cents  per 
pound 
13.25 
12.92 
12.87 
13.11 
13.17 
13.23 
13.15 
13.17 
13.23 
13.29 
13.63 
13.66 

Cents  per 
pound 
14.03 
14.04 
14.43 
14.95 
14.74 
14.68 
14.32 
14.33 
14.40 
14.23 
14.81 
14.76 

Cents  per 
pound 
13.75 

September ..  . 

13.39 

13.81 

November . -  ..  ...     ...  

15.24 

December ..                                    

15.48 

January 

15.69 

February 

15.67 

March .      . 

15.58 

April -...-      -. .- 

15.43 

Mav      .  ...  ,     . 

14.83 

JllTIP 

15.15 

July 

14.68 

1  Adjusted  for  change  in  purchasing  power  of  the  dollar. 

Before  reaching  any.  conclusions  regarding  this  theory  it  is  well 
to  examine  the  nature  of  the  prices  to  be  used  and  their  suitability 
for  the  purpose,  and  to  determine  if  any  adjustments  need  to  be 
made  in  them.  The  first  step  has  been  to  adjust  all  prices  for  changes 
in  the  general  price  level. 

The  August  prices  are  probably  quotations  for  old-crop  cotton, 
inasmuch  as  only  a  small  quantity  of  the  new  crop  normally  moves 
to  market  during  this  month.  September  prices,  on  the  other  hand, 
will  tend  to  be  those  for  new-crop  cotton. 

The  best  information  obtainable  indicates  that  old-crop  cotton 
probably  has  a  market  value  about  50  points  higher  than  new  cotton. 
Hence,  if  the  prices  for  the  two  months  are  to  be  compared,  August 
prices  must  be  adjusted  by  deducting  50  points  from  the  published 

9  Snyder's  General  Price  Level  Index  was  used  in  this  study  when  prices  were  adjusted  to  remove  the 
effects  of  changes  in  the  general  price  level. 
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quotations.  Figure  7  shows  the  price  curve  for  25  years  (1900- 
1925),  for  10  years  (1915-1925)  and  for  3  years  (1922-1925)  as  they 
appear  when  the  necessary  adjustments  have  been  made.10 

An  examination  of  Figures  6  and  7  indicates  that  it  is  doubtful 
whether  this  "autumnal  dip"  is  nearly  as  regular  or  important  as  is 
commonly  supposed,  or  that  it  has  even  a  slight  relation  to  the 
quantity  of  cotton  marketed. 

Figure  6  shows  two  important  factors — the  average  farm  price  of 
cotton  for  each  month  for  the  13  years  beginning  with  the  1912-13 
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Fig.  7.— Average  monthly  price  curve  for  25  years  (1900-1925),  for  10  years  (1915-1925)  and  for  3  years 
(1922-1925) .  These  prices  were  adjusted  for  change  in  the  purchasing  power  of  the  dollar,  using 
Snyder's  General  Price  Level  Index 

season,  and  the  percentage  of  the  crop  marketed  by  farmers  during 
each  month  of  this  period.  An  examination  of  this  chart  shows  that 
during  eight  years  the  price  rose  during  the  months  of  heavy  market- 
ing. Furthermore,  Figure  7  shows  that  the  low  point  on  prices  for 
the  months  of  heavy  marketing  occurs  in  October,  with  September 
next  and  November  considerably  higher.  True,  October  is,  on  the 
average,  the  month  of  largest  marketings,  but  only  slightly  larger 
than  November,  whereas  September  marketings  are  much  smaller 


10  Prices  for  1900  to  1915  were  collected  from  reports  of  the  New  York  Cotton  Exchange.    For  1915  to  1925 
taken  from  the  U.  S.  Dept.  Agr.  1924  Yearbook. 
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than  either  of  the  other  two  months.  Still  the  November  price  is 
the  highest  of  any  of  these  three  months.  It  would  appear,  there- 
fore, that  the  volume  of  marketing  has  little  effect  on  the  monthly 
price. 

In  analyzing  this  seasonal  price  it  was  observed  that  the  prices 
for  October  and  November,  during  the  period  beginning  with  1915, 
were  more  frequently  higher  than  the  prices  during  August  and  Sep- 
tember, than  was  the  case  prior  to  1915.  It  was  thought  that  there 
had  possibly  been  a  change  in  the  trend  of  prices  during  the  fall 

MONTHLY  CHANGES  IN  THE  "BASIS" 
MONTHLY  MARKETINGS  OF  COTTON   BY  FARMERS 
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Fig.  8.— Comparison  of  the  monthly  marketings  by  farmers  with  the  "basis"— the  spread  be- 
tween average  monthly  prices  at  the  10  designated  spot  markets  and  future  prices  at  New  York, 
for  the  active  hedge  montn 

months.  Consequently,  the  25-year  period  was  broken  up,  and  the 
average  monthly  price  for  the  10  years  from  1915  to  1925,  compared 
with  those  for  the  25-year  period.  Figure  7  shows  graphically  the 
result.     The  figures  are  given  in  Table  11. 

The  10-year  price  curve  (1915-1925)  in  Figure  7  indicates  a  change 
in  the  trend  of  the  average  monthly  prices  since  1915.  Instead  of  a 
decline  for  September  and  October,  as  was  the  case  in  the  25-year 
curve,  a  steady  monthly  rise  is  now  found  from  August  through 
November.  It  was  thought  that  this  change  in  the  shape  of  the 
curve  might  have  been  occasioned  by  including  data  for  the  war 
period,  and  would  return  to  the  old  normal  if  these  years  were  elimi- 


Farmers'  Cooperative  Business  Study  33 

nated.  Consequently,  a  3-year  curve  covering  1922  to  1925  was 
charted  and  is  shown  in  Figure  7.  Evidently,  the  swing  back  to  the 
old  order,  if  it  is  to  come,  has  not  yet  arrived.  It  should  again  be 
emphasized  that  these  are  averages  for  the  entire  periods.  Even 
though  the  general  shape  of  the  price  curve  has  changed  since  1915, 
the  general  tendency  toward  a  rise  in  prices  throughout  the  season  is 
still  evident,  as  it  was  in  the  25-year  data. 

It  has  been  suggested  that  the  effect  of  heavy  marketings  in  pro- 
ducing an  autumnal  dip  is  shown  in  the  weakening  of  the  basis — the 
spread  between  spot  and  future  prices.  Figure  8  compares  the 
marketings  by  farmers  with  the  spread  between  average  monthly 
prices  at  the  10  designated  spot  markets  and  future  prices  at  New 
York  for  the  active  hedge  month.  From  these  data  it  appears  that 
in  some  years  there  was  a  tendency  for  the  basis  to  strengthen.  In 
other  years  there  is  evidence  of  a  weakening  of  the  basis.  The 
majority  of  the  years  in  this  brief  period  show  a  tendency  toward 
strengthening  in  the  basis,  but  the  inclusion  of  the  post-war  abnormal 
years  in  this  comparison  does  not  permit  a  definite  conclusion. 
Further  careful  analysis  and  study  should  therefore  be  given  to  this 
whole  question  of  autumnal  dip  theory. 

The  question  as  to  what  factors  are  effective  in  determining  cotton 
prices  during  the  fall  months  naturally  presents  itself.  An  important 
factor  in  determining  these  prices  is  evident  from  a  careful  examina- 
tion of  Figure  9  which  shows,  from  1915  to  1925,  the  relation  between 
the  prospects  for  the  coming  crop,  as  registered  by  the  monthly  fore- 
casts of  the  cotton  production  by  the  Department  of  Agriculture. 
When  this  report  has  indicated  an  increase  in  production,  prices  have 
usually  declined,  and  vice  versa. 

An  examination  of  Figure  10  suggests  that  the  indicated  production, 
as  registered  by  the  monthly  forecasts,  may  have  been  an  important 
influence  in  determining  the  trend  of  monthly  prices  during  the  fall 
months  of  the  10-year  period  beginning  with  1915.  A  careful  study 
of  these  price  relationships  might  yield  information  of  value  in  formu- 
lating a  selling  policy. 

SELLING  PROGRAM 

In  any  program  of  selling  farm  products  a  cooperative  certainly 
should  give  some  attention  to  the  seasonal  trends  in  the  price  of  the 
particular  commodity  it  is  handling.  The  seasonal  trends  in  cotton 
prices  during  individual  years  are  shown  in  Figure  11.  A  careful 
examination  of  the  seasonal  movements  for  the  individual  years  from 
1900  to  1925  shows  that  the  seasonal  changes  in  cotton  prices  vary 
greatly  from  year  to  year.  Unless  some  reliable  means  for  fore- 
casting these  seasonal  changes  can  be  found,  it  appears  that  it  would 
be  very  difficult  to  formulate  a  selling  program  which  would  take 
advantage  of  these  seasonal  changes.  It  may  be  possible  that  further 
analyses  of  seasonal  changes  will  reveal  some  means  for  forecasting 
them  and  thus  provide  a  valuable  aid  in  determining  selling  policies. 
This  whole  problem  offers  a  fruitful  field  for  further  research.  Some 
work  has  been  done  by  the  Department  of  Agriculture  on  the  broader 
aspects  of  the  factors  making  the  price  of  cotton.11 

"  See  U.  S.  Dept.  Agr.  Bui.,  "Factors  Making  the  Price  of  Cotton,"  by  B.  B.  Smith.  Studies  of  this 
question  have  also  been  published  in  the  Harvard  Business  Review  for  January,  1924,  p.  225,  and  in  the 
Journal  of  Farm  Economics  for  October,  1925,  p.  445. 
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Relation  between  the  bureau  forecasts  of 
cotton  production  and  spot  prices,  1915-1924- 
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Fig.  9.— Relation  between  the  monthly  forecasts  of  cotton  production,  by  the  Department  of  Agricul- 
ture and  the  monthly  spot  price  of  cotton  (Middling  seven-eighths  inch) ,  at  Memphis.  Prices  were 
adjusted  for  the  change  in  the  purchasing  power  of  the  dollar,  using  Snyder's  General  Price  Level 
Index.  These  prices  and  forecasts  are  shown  on  a  comparable  basis  by  expressing  each  in  terms  of  its 
standard  deviation.  Standard  deviations  varied,  for  prices  from  one-half  to  3H  cents  and  forecasts 
of  production  from  191,000  to  931,000  bales.  (No  forecasts  for  November  prior  to  1923.)  See  Ap- 
pendix C 
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In  addition  to  the  seasonal  price  movements,  however,  there  are 
short-time  and  up-and-down  swings  in  the  market.  These  continue 
for  varying  lengths  of  time,  and  are  probably  the  result  of  market 
psychology — the  way  the  trade  in  general  regards  the  outlook  for  the 
future.  The  strongest  demand  for  a  commodity  usually  comes  during 
periods  of  rising  prices.  On  the  other  hand,  manufacturers  and 
dealers  generally  do  not  want  to  buy  when  the  price  is  falling  because 
of  the  belief  that  it  will  go  lower. 

Relation  between  the  bureau  forecasts  or 

COTTON  PRODUCTION. AND  SPOT  PRICES 
10-Year  Monthly  Average,  1915-1924- 
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Fig.  10.— Average  relation  over  a  period  of  10  3"ears  (1915  to  1924)  between  the  monthly  forecasts  of 
cotton  production  by  the  Department  of  Agriculture  and  the  monthly  spot  prices,  for  Middling 
seven-eighths  inch  at  Memphis.  (50  points  were  deducted  in  the  August  average  price  to  adjust 
for  old-crop  cotton.)  Prices  were  adjusted  for  change  in  the  purchasing  power  of  the  dollar,  using 
Snyder's  General  Price  Level  Index.  These  prices  and  forecasts  are  shown  on  a  comparable 
basis  by  expressing  each  in  terms  of  its  standard  deviation.    See  Appendix  C 

It  would  seem  that  a  program  of  selling  could  be  evolved  which 
would  take  advantage  of  short-time  swings  in  the  price  movement  by 
selling  the  commodity  in  response  to  demand,  which  is  usually  strong 
during  periods  of  rising  prices;  and  of  not  forcing  sales  during  the 
periods  of  price  recession.  Such  a  selling  program  would  probably 
tend  to  result  in  a  somewhat  better  than  average  price.  A  program 
of  this  kind  requires  the  exercise  of  considerable  judgment  and  sales 
ability. 
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COTTON  PRICE  TRENDS  BY  MONTHS,  AT  MEMPHIS 
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Fig.  11.— Seasonal  trends  of  the  monthly  spot  price  of  cotton,  at  Memphis,  for  25  years  (1900-01 
to  1924-25.)  These  prices  were  adjusted  for  change  in  the  purchasing  power  of  the  dollar,  using 
Snyder's  General  Price  Level  Index 


Farmers'  Cooperative  Business  Study 


37 


Figure  12  indicates  the  extent  to  which  the  staple  Cotton  Coopera- 
tive Association  has  developed  a  selling  program  which  takes  advan- 
tage of  these  up-swings  in  the  market.  Two  lines  are  shown — one 
representing  the  relative  quantity  of  cotton  sold  by  weeks  (weekly 
sales  as  a  percentage  of  total  yearly  sales)  and  the  other  the  weekly 
trend  of  relative  prices  (weekly  prices  as  a  percentage  of  the  weekly 
average  for  the  entire  season).  It  is  noticeable  that,  in  general,  the 
major  up-swings  of  prices  have  been  accompanied  by  major  up-swings 
in  the  quantity  of  cotton  sold,  and  important  price  recessions  have 
usually  been  accompanied  by  reduced  sales.  This  is  a  practical 
illustration  of  how  advantage  can  be  taken  of  these  price  swings,  and 
it  is  likely  that  this  selling  program  has  been  a  factor  in  the  price 
received  by  this  association.  A  careful  examination  of  this  chart 
suggests  that  still  further  gains  might  have  been  realized  if  it  were 
possible  to  foretell  the  short-time  movement  of  prices. 


price  Swings  and  Quantity  sold  by 
the  staple  cotton  association 


S.  O.N.  D.  J.  F.  M.AM  J    J.  A.  S.Q  N.  D.  J  F.  M.AM.  J.  J  A.  S  O.  N.  D.  J.  F.  MAM.J.JA.5.Q   N.  D.J.  F.  MAM.  J.J. 

1921  1922  1923  1924  1925 

Fig.  12.— Relation  of  price  swings  (weekly  spot  cotton  prices  for  \\i-mch.  Middling,  at  Memphis, 
as  a  percentage  of  the  weekly  average  price  of  cotton  for  the  season)  to  quantity  sold  by  the 
Staple  Cotton  Association  (weekly  sales  as  a  percentage  of  total  yearly  sales) 

An  effective  merchandizing  program  must  go  further  than  merely 
taking  advantage  of  the  up  swings  in  the  market,  and  involves  a 
great  deal  more  than  the  solicitation  and  acceptance  of  orders.  It 
starts  with  the  formulation  of  and  consistent  adherence  to  satisfac- 
tory grades  and  standards.  It  includes  a  thorough  knowledge  of  the 
customers'  needs,  the  development  of  terms  and  methods  of  sale 
which  satisfy  these  needs,  and  the  formulation  of  plans  for  ade- 
quately financing  the  selling  operations.  Effective  merchandizing 
includes  effective  service  to  customers.  One  of  the  first  and  most 
difficult  tasks  for  a  new  business  enterprise  is  to  create  trade  con- 
fidence in  its  product  and  in  its  business  integrity. 
^  It  is  not  to  be  expected  that  the  experience  of  the  Staple  Cotton 
Cooperative  Association  would  be  different  from  any  other  business. 
It  was  organized  to  sell  cotton  direct  to  the  mill  trade,  instead  of 
leaving  this  service  to  be  performed  by  a  private  shipper.     What 


38 


Circular  397,  U.  S.  Department  of  Agriculture 


it  has  been  able  to  accomplish  in  this  direction  is  shown  by  Table  12. 
Each  year  has  seen  an  increase  in  the  portion  of  the  cotton  which 
has  been  sold  direct  to  the  mill  trade. 


Table   12. — Distribution  of  sales  and  average  size  of  orders 


Season  > 

Bales 
handled 

Percent- 
age sold 
to  mill 
trade 

Percent- 
age sold 
to  others 

Orders 
filled 

Average 
quantity 
per  order 

1921-22 

Number 
156, 026 
167,  762 
107, 432 
124,  342 

Per  cent 
53.0 
81.4 
89.8 
91.9 

Per  cent 
47.0 
18.6 
10.2 

8.1 

Number 

1,321 

890 

454 

766 

Pales 
118 

1922-23 

188 

1923-24            

237 

1924-25 

162 

i  Sept.  1  to  Aug.  31. 


GRADING 


Prior  to  the  entrance  of  this  association  into  the  field  of  marketing, 
types  for  staple  cotton  were  not  uniform  and  for  practical  purposes 
were  nonexistent.  The  grades  for  cotton,  which  had  been  developed 
by  the  Department  of  Agriculture,  were  satisfactory  and  were  in 
general  use,  but  designations  of  staple  length,  which  are  extremely 
important  in  this  trade,  had  made  little  headway  toward  practical 
use  by  the  trade.  Each  individual  shipper  had  his  own  types  and 
most  of  the  cotton  was  sold  either  on  this  basis  or  by  matching  the 
type  submitted  by  the  spinner.  In  this  way  a  system  had  grown 
up  which  tended  to  attach  the  business  of  a  particular  mill  to  a  given 
shipper,  and  it  was  difficult  for  new  organizations  to  break  over  this 
wall  of  customer  preference.  Like  other  newcomers  in  the  field,  the 
association  experienced  this  same  difficulty. 

One  of  the  first  undertakings  of  the  association  was  that  of  estab- 
lishing and  accrediting  its  own  types  for  staple  cotton.  This  has 
been  done  so  well  and  the  grading  and  classing  has  been  of  such  an 
accurate  nature  that  the  mills  seem  to  prefer  to  use  these  types, 
frequently  to  the  extent  of  asking  that  quotations  by  private  shippers 
be  made  on  the  basis  of  being  "  equal  association  type. " 

The  development  of  grades  in  any  commodity  is  extremely  im- 
portant. It  is  especially  so  in  the  case  of  products  which  become 
the  raw  materials  for  manufacturing  operations,  as  with  cotton  and 
many  other  agricultural  products.  The  manufacturer  needs  a 
particular  grade  of  raw  material  which  can  be  most  advantageously 
used  by  his  plant  in  producing  the  finished  goods.  He  is  not  in  the 
least  interested  in  making  "crop-lot"  purchases,  which  many  contain 
only  a  small  portion  of  the  grades  he  needs  and  much  that  he  can  not 
economically  use.  Purchase  of  such  lots  would  mean  that  he  would 
have  to  set  up  a  selling  service  to  dispose  of  the  unsatisfactory 
portions.  Rather  than  engage  in  this  unrelated  work,  he  prefers  to 
purchase  the  desired  grade  from  an  organization  which  specializes  in 
assembling  and  grading  the  product.  In  the  past  this  has  been  the 
private  middleman.  Cooperative  marketing  associations  are  ideally 
situated  to  furnish  this  service.  It  is  probable  that  the  satisfactory 
performance  of  this  service  by  farmers'  cooperatives  will  prove  to  be 
one  of  the  most  potent  factors  in  reducing  the  cost  of  marketing. 

The  spinner  wishes  to  purchase  cotton  in  "even  running  lots" — 
that  is,  all  of  the  same  grade,  staple,  and  character.     From  the  point 


Farmers'  Cooperative  Business  Study  39 

of  mill  operation  alone  it  is  important  that  the  cotton  be  as  nearly 
uniform  as  can  be  obtained.  The  use  of  uniform  cotton  tends  to  de- 
crease operating  costs  and  improve  the  quality  of  the  finished  goods. 
Hence  the  spinner  can  afford  to,  and  often  does,  pay  more  for  this 
selected  cotton  than  he  could  possibly  pay  for  "crop-lot"  cotton. 

Cooperative  cotton  associations,  controlling  as  they  do  large 
blocks  of  cotton,  are  in  an  advantageous  position  to  provide  this 
service  of  selection  and  thus  obtain  for  their  members  a  somewhat 
higher  price.  This  association,  through  its  system  of  double  classing, 
has  made  excellent  progress  in  developing  this  service. 

The  method  of  "in-classing"  in  this  association  has  been  described. 
In  addition  cotton  is  " out-classed"  at  the  time  of  sale.  This 
second  classing  is  almost  wholly  a  service  to  the  purchaser.  If 
properly  done,  it  assures  him  that  the  entire  purchase,  regardless 
of  the  date  of  shipment  or  the  number  of  separate  shipments,  will  be 
as  nearly  uniform  as  careful  work  can  make  it. 

Under  the  association's  method  of  classing,  all  the  cotton  in 
each  order  is  selected,  classed  out  at  one  time,  marked  off  the  record 
of  cotton  available  for  sale,  and  tagged  as  the  property  of  the  pur- 
chaser. Usually  each  sale  is  classed  by  a  single  classer,  so  that 
the  tendency  to  variations  in  judgment  between  different  classers  is 
reduced  to  a  minimum. 

Interviews  with  spinners  during  this  study  indicated  that  they 
recognize  that  inasmuch  as  the  association  has  the  cotton  on  hand  at 
the  time  the  sale  is  made,  which  is  rarely  true  of  the  private  operator, 
the  cooperative  is  in  a  position  to  furnish  this  unusual  selection 
service. 

KNOWLEDGE    OF    CUSTOMERS 

An  important  factor  in  a  successful  merchandizing  program  is  an 
intimate  knowledge  of  the  customer's  needs.  In  understanding  these 
needs  and  in  understanding  the  customer's  psychology,  there  is 
nothing  quite  equal  to  the  effect  of  personal  acquaintanceship  and 
contact.  The  association  has  to  some  extent  followed  the  plan  of 
getting  in  personal  contact  with  a  large  proportion  of  its  customers 
at  least  once  each  year.  It  is  believed  that  more  could  be  done  in 
this  direction  to  the  end  that  customer-preference,  which  is  so 
essential  to  effective  merchandizing,  may  be  strengthened. 

TERMS    AND    METHODS    OF    SALE 

It  is  impossible  to  create  a  strong  preference  for  the  product  of  a 
particular  organization  if  the  terms  of  sale  and  the  method  by  which 
it  is  handled  are  obnoxious  to  the  customer  or  fail  to  fit  in  with  the 
needs  of  his  business. 

Most  of  the  cotton  crop  is  sold  for  delivery  at  some  future  date. 
The  sale  price  ma}'  be  fixed  (1)  at  the  time  the  sale  is  consummated, 
or  (2)  at  a  future  date,  either  by  the  buyer  or  the  seller,  depending 
upon  the  contract,  in  accordance  with  a  common  trade  practice. 
If  the  price  is  to  be  named  on  some  future  day,  it  is  said  to  be  a  sale 
on  "call,"  and  the  terms  of  the  sale  specify  whether  the  buyer  or  the 
seller  shall  have  the  privilege  of  "fixing"  the  price.  This  privilege  is 
limited,  however,  as  the  sale  is  usually  made  on  the  basis  of  points — 
that  is  to  say,  hundredths  of  a  cent,  "on"  or  "off"  the  quotations  at  a 
specified  future  market  for  cotton  deliverable  in  some  future  month. 


40 


Circular  397,  U.  S.  Department  of  Agriculture 


The  call  option  is  restricted  within  the  range  of  the  price  movements 
of  the  future  month  agreed  upon  at  the  time  of  sale.  The  price 
effective  is  determined  with  reference  to  the  quotations  for  the 
specified  future  month,  made  on  the  day  on  which  the  option  is 
exercised. 

For  sound  business  reasons  the  mill  usually  prefers  to  purchase 
cotton  either  at  fixed  price  or  on  buyer's  call.  The  majority  of  mills 
are  in  business  to  earn  a  manufacturing  profit  and  have  no  desire  to 
speculate  in  cotton.  Much  of  their  output  is  contracted  for  in  ad- 
vance of  its  manufacture  and,  in  fact,  in  advance  of  the  actual 
purchase  of  much  of  the  cotton.  On  the  other  hand,  because  a  larger 
supply  from  which  selection  can  be  made  is  available  in  the  fall, 
spinners  find  it  advantageous  to  contract  at  that  time  for  a  consider- 
able portion  of  their  estimated  needs  of  cotton . 

In  pricing  goods  to  prospective  buyers  the  spinner  must  estimate 
the  cost  of  manufacture,  including  the  cost  of  the  cotton,  and  add  the 
desired  profit.  If  he  knows  what  the  cotton  will  cost,  as  is  possible 
when  bought  on  either  fixed  price  or  buyer's  call,  the  risk  of  fluctua- 
tions in  the  price  of  cotton  will  be  reduced  to  a  minimum,  and  the 
profit  estimate  will  tend  to  be  only  a  manufacturing  profit.  On  the 
other  hand,  when  cotton  is  bought  on  seller's  call,  there  will  be  a 
tendency  to  increase  the  profit  margin,  owing  to  the  additional  risk  of 
price  fluctuations  which  must  be  assumed  under  this  method  of  fixing 
the  price  of  the  cotton.  Hence,  it  would  seem  that  the  use  of  seller's 
call  might  tend,  in  the  long  run,  to  increase  the  cost  of  marketing. 

Some  cooperative  cotton  associations  have  been  unwilling  to  sell 
cotton  on  buyer's  call.  The  Staple  Cotton  Cooperative  Association 
has  usually  followed  the  practice  of  selling  on  the  basis  most  satisfac- 
tory to  the  customer.  During  1924-25  it  made  766  individual  sale's, 
135  of  which  were  seller's  call,  172  on  buyer's  call,  459  on  fixed-price 
basis.    Table  13  shows  the  results  of  the  call  sales. 


Table   13. — Analysis  of  sales  on  call,  192 4-— 25 


Call 

Calls  on  which  results  showed 

Calls 

Percent- 
age of 
total 

Average 
number 

points 
per 

pound 

[No  advantage..  .  

Number 
19 
70 
46 

Per  cent 
14 
52 
34 

Points 
0 

•{A  gain 

93 

(A  loss.  ... 

72 

Total 

135 

100 

3 
90 
79 

2 

52 
46 

0 

92 

[a  loss -.     -  ---------     ..__ 

58 

Total                

172 

100 

Of  the  307  sales  on  call,  the  price  was  fixed  in  the  case  of  both 
options  at  a  gain  over  the  price  at  the  date  of  sale  on  52  per  cent  of 
the  sales.  The  gain  per  pound  was  almost  identical  for  both  options, 
being  93  points  for  seller's  and  92  for  buyer's  call. 

On  the  other  hand,  the  portion  of  the  sales  on  which  price  was 
fixed  at  a  loss  to  the  association  was  higher  for  buyer's  calls  than  for 
seller's — being  46  per  cent  and  34  per  cent,  respectively.     This  dis- 
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advantage  was  probably  offset  by  the  smaller  average  loss  per  sale 
on  buyer's  calls,  being  58  points  for  sales  on  buyer's  call  as  against 
72  points  for  sales  on  seller's  call.  Apparently,  there  was  little  finan- 
cial advantage  accruing  to  the  association  through  insisting  on  seller's 
call,  whereas  there  seems  to  have  been  an  advantage  in  using  buyer's 
call.  Furthermore,  an  unwillingness  on  the  part  of  the  association 
to  sell  on  buyer's  call  might  be  undesirable  because  purchases  on  any 
other  basis  might  not  meet  the  desires  of  customers. 

Perhaps  it  is  not  clear  why  sales  on  buyer's  call  should  bring  as 
good,  and  often  better,  results  than  sales  on  seller's  call.  This  may 
be  explained  by  the  fact  that  most  of  the  spinner's  sales  tend  to 
be  made  on  a  rising  market,  because  as  a  general  rule  his  customers 
are  reluctant  to  buy  on  a  falling  market.  Hence,  when  his  goods  are 
sold,  probably  the  first  concern  of  the  spinner  is  to  fix  the  price  of  the 
cotton  to  be  used  in  manufacturing  the  stock  with  which  to  fill  the 
order.  The  price  of  cotton,  therefore,  sold  on  buyer's  call  tends  to 
be  fixed  on  an  upward  swing.  Data  are  not  sufficiently  extensive  to 
demonstrate  this  tendency  conclusively,  although  they  do  create  a 
strong  presumption  in  its  favor. 

FINANCING 

There  is  a  tendency  for  mills  to  purchase  more  heavily  during  the 
fall  months,  in  order  to  assure  a  satisfactoiy  supply.  Some  of  the 
larger  mills  contract  for  fully  one-half  their  year's  needs  before 
January.  Much  of  the  cotton,  however,  is  for  future  shipment,  and 
is  paid  for  only  when  delivered.  The  cotton  cooperative  has  a  dis- 
tinct advantage  when  this  type  of  service  is  desired  by  the  mill 
trade.  It  sells  only  the  cotton  actually  in  its  possession;  it  classes 
and  sets  aside  the  actual  cotton  sold;  hence,  can  practically  guarantee 
that  the  shipment  will  be  in  agreement  with  the  sale,  and  it  can,  at 
no  additional  expense  or  trouble  to  the  mill,  anticipate  shipment, 
if  the  buyer  finds  that  rate  of  consumption  has  been  underestimated. 

To  be  in  position  to  furnish  this  service,  adequate  plans  for  finan- 
cing must  be  developed.  During  the  four  years  of  operation  this 
association  has  placed  itself  in  a  position  to  furnish  this  service  by 
providing  adequate  finances.  During  each  year  it  has  withheld 
from  distribution  to  members  an  amount  equal  to  2  per  cent  of  the 
sales.     This  reserve  forms  the  foundation  for  its  financial  policy. 

Through  the  use  of  Federal  warehouse  receipts  the  association  has 
been  able  to  obtain  additional  funds  which  make  it  possible  to  make 
advances  to  members,  and  at  the  same  time  to  carry  the  cotton  until 
shipment  is  desired  by  the  mill.  Most  of  money  borrowed  on  ware- 
house receipts  has  been  obtained  from  the  large  banks  in  financial 
centers,  and  from  the  Intermediate  Credit  Bank,  at  rates  of  interest 
ranging  from  6  per  cent  to  slightly  less  than  43^  per  cent. 

Table  14  and  Figure  13  show  the  extent  to  which  the  association 
has  furnished  this  service  of  carrying  the  cotton  until  it  is  needed 
by  the  mills.  On  the  average,  the  association  has  sold  41  per  cent 
of  its  cotton  before  January,  but  has  shipped  only  27  per  cent  by 
that  date.  The  table  also  shows  how  its  shipments  compare  with 
total  shipments  from  the  Delta.  In  the  early  part  of  the  marketing 
period,  shipments  from  the  association  form  only  a  small  percentage 
of  the  total  Delta  shipments.  As  the  season  progresses,  however, 
its    shipments    tend  to  form   a  more  important  part  of  the   total 
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reaching  a  peak  in  May  when  they  have  been  71  per  cent  of  the  total, 
and  remaining  relatively  important  until  the  end  of  the  season. 
This  illustrates  the  extent  to  which  this  association  is  rendering  a 
service  to  the  users  of  cotton. 


Table  14. 


-Average  monthly  rate  of  sales  and  shipments  for  Staple  Cotton  Coop- 
erative Association,  1921-1925 


Associa- 

Percent- 

Percent- 
age of 
total  as- 
sociation 
ship- 
ments 

tion  ship- 
ments as 

age  of 

a  percent- 

Month 

total  as- 
sociation 

age  of 
total 

sales 

Delta 
ship- 

ments 

Per  cent 

Per  cent 

Per  cent 

September ... 

10.5 

3.9 

20.4 

October ... ...     .        ..     . 

10.7 
9.9 
10.2 
10.7 

6.7 
9.0 
7.4 
11.4 

13.3 

November  . .      ..__..__...      .     . 

16.1 

17.1 

January.           . .....        .     ..     ..  .  .  ... ..  .  _ 

31.3 

9.9 

10.5 

42.6 

March  ...                                                                        .....     

8.4 
8.0 

13.7 
9.3 

58.4 

54.1 

May    .     .  .  .. 

6.7 
5.6 
2.9 
6.5 

12.0 
8.8 
3.7 
3.6 

70.6 

June..  .  .  . ...  ...  ...      .      .     ...  .  

58.3 

July                                                                                    

38.6 

55.5 

RELATION  BETWEEN  THE  STAPLE  COTTON  ASSOCIATION  SHIPMENTS 

AND  TOTAL  DELTA  SHIPMENTS 

Monthly  Average,  1921  -*24 
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Fig.  13.— Average  monthly  shipments  by  the  Staple  Cotton  Association  expressed  as  a  percentage  of 
total  monthly  Delta  shipments,  covering  a  period  of  four  years,  1921  to  1925 


THE    SATISFIED    CUSTOMER 


The  extent  to  which  the  association  has  developed  a  service  which 
meets  the  needs  of  customers  is  indicated  by  the  regularity  with 
which  they  buy  from  the  organization,  the  relative  size  of  their  orders, 
and  the  prices  realized.  An  analysis  of  the  extent  to  which  customers 
have  tended  to  buy  continuously  from  the  association  is  shown  in 
Table  15. 
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Table   15. — A?ialysis  of  customer  purchases  (1921 

-22  to  1924-25) 

Customers  purchasing 

Buyers 

Percent- 
age of 
total 
number 

of 
buyers 

Percent- 
age of 
total 
cotton 
sold  to 
mill 
trade 

Average 
number 
bales 
purchased 
per  cus- 
tomer per 
year 

1  year  only 

Xumber 
75 
19 

19 
8 
5 

10 
13 
17 

Per  cent 
45.  2 
11.5 

11.5 
4.8 
3.0 

6.0 

7.8 
10.2 

Per  cent 
10.8 
4.6 

3.7 
1.2 
3.3 

9.4 

15.9 
51.1 

Bales 
153 

2  nonconsecutive  Years.                                ..     ...  . 

508 

2  consecutive  years: 

1921-22  and  1922-23 

416 

1922-23  and  1923-24 

308 

1923-24  and  1924-25 

1,415 

3  consecutive  years: 

1921-22  and  1922-23  and  1923-24...              

1,339 

1922-23  and  1923-24  and  1924-25...                            

1,736 

All  4  years ...  . 

3,194 

Total. 

166 

100.0 

100.0 

During  its  four  years  of  operation  the  association  has  sold  to  166 
different  members  of  the  mill  trade.  For  the  purpose  of  this  study 
these  customers  were  segregated  into  groups  according  to  the  con- 
tinuity of  their  purchases  from  the  association,  as  shown  in  Table  15. 

The  table  reveals  that  75  bought  only  1  year,  19  bought  in  2  non- 
consecutive  years,  32  bought  in  2  consecutive  years,  23  in  3  consecu- 
tive years,  and  17  purchased  during  each  of  the  4  years.  Those  who 
bought  only  1  year  constitute  slightly  over  45  per  cent  of  the  total 
buyers;  those  who  bought  2  consecutive  years  11  Yi  Per  cent,  and 
those  who  bought  all  4  years  constitute  only  10  per  cent  of  the  total 
number  of  mill  customers.  The  relative  importance  of  the  other 
groups  is  shown  in  the  table.  From  the  point  of  numbers  alone,  it 
would  seem  that  the  customer  turnover  had  been  high.  AYhen  con- 
sidered from  the  point  of  view  of  the  total  cotton  taken  by  the 
respective  groups,  however,  and  the  average  size  of  their  purchases,  it 
is  evident  that  there  has  been  a  tendency  for  the  small  buyer  to  drop 
out  and  for  the  larger  buyer  to  look  to  the  association  regularly  as  a 
satisfactory  source  of  supply. 

The  buyers  who  bought  only  1  year  and  form  45  per  cent  of  the 
total  number  of  buyers  took  only  about  11  per  cent  of  the  cotton  sold 
during  the  4  years,  whereas  those  who  bought  all  4  years  (10  per  cent 
ot  the  buyers)  purchased  51  per  cent  of  the  cotton.  Further,  the 
purchases  of  the  buyers  who  bought  only  1  year  averaged  153  bales 
per  customer  per  year,  whereas  the  purchases  of  those  who  bought 
all  4  years  averaged  over  3,000  bales  per  customer  per  year. 

Looking  at  the  groups  who  bought  in  2  consecutive  }'ears,  it  is 
noticeable  that  those  who  bought  during  the  first  2  years  (seasons 
1921-22  and  1922-23)  purchased  on  the  average  of  416  bales  per  cus- 
tomer per  year,  whereas  those  who  bought  during  the  last  2  years  (sea- 
sons 1923-24  and  1924-25)  purchased  1,415  bales  per  customer  per 
year.  A^ain,  those  who  bought  during  each  of  the  first  3  years  of 
the  association's  existence  took  9  per  cent  of  the  cotton  and  averaged 
1,339  bales  per  customer  per  year,  whereas  those  purchasing  during 
each  of  the  last  3  years  took  almost  15  per  cent  of  the  cotton,  and 
averaged  1,736  bales  each.  This  indicates  the  extent  to  which  the 
association  has  developed  a  service  which  appears  to  meet  the  needs 
of  the  mill  trade. 
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A  large  number  of  mill  buyers  in  the  Carolinas,  New  England,  and 
Europe  were  interviewed  by  representatives  of  the  Department  of 
Agriculture  for  the  purpose  of  learning  how  the  mill  trade  regarded 
the  service  of  this  association. 

The  points  discussed  with  the  mills  tended  to  bring  out  their  expe- 
riences with  the  association  in  regard  to  the  adjustment  of  weight 
claims,  the  practice  in  respect  to  tare,  uniformity  of  deliveries,  accu- 
racy of  classing,  anticipation  of  shipments,  rejections,  and  the  extent 
to  which  the  policy  of  selling  on  call  was  helpful  to  the  mill  trade. 

The  results  of  these  interviews  indicated  a  widespread  satisfaction 
with  the  policies  and  performance  of  the  association.  A  number  of 
buyers  stated  that  they  were  unable  to  buy  as  much  cotton  from  the 
association  as  the}^  desired,  because  of  the  extraordinarily  broad 
outlet  which  it  had  developed.  Some  buyers  felt  that  it  was  fre- 
quently necessary,  because  of  this  broad  outlet,  to  pay  a  slightly 
higher  price  for  association  cotton  of  the  same  quality  than  the  private 
trade  was  quoting.  Several  mills  felt  that  the  accuracy  of  classing 
and  the  uniformity  of  shipments  which  they  had  experienced  in 
buying  from  the  association,  constituted  a  service  for  which  they  were 
willing  to  pay  slightly  higher  prices.  These  buyers  pointed  out  that 
they  could  afford  to  pay  somewhat  higher  prices  because  shipments 
in  even  running  lots,  with  a  nearer  approach  to  uniformity  than  was 
usually  the  case,  made  it  possible  to  obtain  lower  mill  operating  costs. 

As  has  been  pointed  out,  a  cooperative  association  is  in  an  espe- 
cially advantageous  position  to  furnish  this  kind  of  service,  and  such 
service  when  thoroughly  developed  and  accredited,  should  tend  to 
increase  the  average  prices  realized  by  the  association. 

It  sometimes  has  been  suggested  that  this  customer  preference 
and  the  somewhat  higher  prices  realized  had  been  accomplished  by 
" over-shipping, "  that  is,  by  actually  delivering  cotton  of  better 
value  than  the  assigned  grade  would  indicate.  The  mill  trade 
emphatically  deny  that  this  is  the  case.  A  few  feel  that,  during  the 
association's  first  year,  there  was  some  tendency  in  this  direction, 
but  that  it  has  been  entirely  corrected  during  the  last  three  years. 

Table  16  shows  the  distribution  of  sales  to  mills  in  various  parts 
of  the  world,  and  the  relative  importance  of  the  outlets  in  domestic 
and  foreign  markets. 

Table  16. — Percentage  distribution  of  sales  to  mill  trade  and  other  types  of  buyers 


Mills 

1921-22 

1922-23 

1923-24 

1924-25 

Southeastern ...      .           _ 

Per  cent 
12.9 
13.0 
9.7 

Per  cent 
21.  G 
34.6 
3.0 

Per  cent 
23.2 
30.  G 

8.7 

Per  cent 
16.3 

New  England    ....                                            .....     

40.0 

Other  American. ..  ...          .__ .        . 

14.9 

Total  American.-                             ... 

35.  G 

59.2 

62.5 

71.2 

Canadian  

.6 

20.0 

1.2 

1.5 
23.2 
2.2 

4.4 

English  ...  .  .  ..     . .  .      . 

17.0 
.3 

10.6 

Italian     .                                                 _.._..    

4.9 

German.    .          .                                    ....      •     • 

.1 

Other  foreign.    . ......... 

.1 

.4 

.4 

.7 

Total  foreign. __      _______ 

17.4 

22.2 

27.3 

20.7 

Total  to  mills 

53.0 
47.0 

81.4 
*18.6 

m2 

91.9 

Others...                                                            

8.1 

Total 

100.0 

101).  0 

100.0 

100.0 

_<" 
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COST    OF    OPERATION 

Probably  no  subject  connected  with  the  operation  of  a  farmer's 
cooperative  marketing  association  provokes  more  heated  discussions 
than  the  subject  of  costs.  One  of  the  most  common  subjects  of 
discussion  is  the  amount  of  money  expended  for  such  items  as  salaries, 
rent,  total  expenses,  and  other  items.  The  actual  amount  of  money 
expended,  unrelated  to  the  volume  of  business  handled,  furnishes  no 
indication  of  the  efficiency  of  the  organization.  Information  as  to 
the  total  amount  of  money  expended  in  operating  the  association 
may  satisfy  idle  curiosity,  but  does  little  more. 

To  the  member  who  is  anxious  to  understand  the  operation  of  his 
association  and  to  judge  its  efficiency,  total  dollars  are  of  interest 
and  value  only  when  compared  with  the  quantity  of  the  product 
handled.  It  is  only  when  unit  costs  are  known  that  we  have  any 
basis  for  judging  the  relative  efficiency  of  an}7  business. 

Even  when  unit  costs  for  a  particular  organization  are  known, 
accurate  estimates  of  the  relative  efficiency  are  impossible  because 
of  the  lack  of  comprehensive  unit-cost  data  for  other  similar  concerns. 
Such  data  are  not  available  and  the  most  that  can  be  done  for  the 
present  is  for  the  member  to  compare  the  costs  of  his  association 
with  what  may  be  termed  "trade  feeling"  regarding  per  bale  costs. 

Total  money  expended  for  particular  activities  will  not  be  presented 
and  discussed  in  this  circular.  Only  such  material  will  be  presented 
as  relates  to  the  cost  per  bale  and  the  percentage  relation  of  the 
various  items  of  cost  to  total  cost.  Table  17  shows  this  information 
for  the  more  important  expense  groups. 

Table  17. — Cost  of  operation  of  the  Staple  Cotton  Cooperative  Association 


1921-22 

1922-23 

1923-24 

1924-25 

Four-season 
average 

Operating  costs 

Per 

cent  of 
total  ex- 
pense 

Per 

bale 

dollars 

Per 
cent  of 
total  ex- 
pense 

Per         Per, 
£  e,rp      cent  of 

Per 

bale 

dollars 

Per 
cent  of 
total  ex- 
pense 

Per 

bale 
dollars 

Per 
cent  of 
total  ex- 
pense 

Per 
bale 

dollars 

Executive  salaries... 

Branch  and  district 

salaries . 

20.6 
1.3.4 

14.1 

19.4 

3.8 

26.7 

0.56 
.42 

.38 
.52 
.10 
.72 

18.3 
14.5 

17.3 
16.8 
4.0 

29.1 

0.54 
.42 

.51 
.49 
.12 
.86 

19.0 
16.9 

15.4 

15.8 

4.6 

28.3 

0.81 
.71 

.65 
.67 
.20 
1.20 

22.6 
14.7 

15.9 

15.0 

4.4 

27.4 

0.71 
.46 

.50 

.17 
.14 
.86 

20.0 
15.4 

15.7 

16.8 

4.2 

27.9 

0.63 
.49 

Classing   and   sam- 
pling salaries  and 
wages 

Other  salaries 

Rent 

.50 
.53 
.13 

Other  expenses 

.88 

Total    operating 
costs...  . 

100.0 

14.2 
5.3 

2.70 
.39 
.14 

100.0 

46.1 
8.1 

2.94 

1.35 

.24 

100.0 
3.1 

7.  7 

4.24 
.13 
.33 

100.0 

32.4 
9.5 

3.14 
1.02 
.30 

100.0 

21.3 

7.6 

3.16 

Total      gain      in 
weight 

Total  loose  sales, 
net  . 

.77 
.24 

Total  net  operat- 
ing costs  x  .  .  . . 

»2. 17 

»  1.  35 



»3.78 

2  1.  82 

»2.  15 

1  After  deducting  income  from  gain  in  weight  and  sales  of  loose. 

*  Miscellaneous  income  arising  from  refunds,  gain  on  the  sale  of  cotton  bedged  for  the  purpose  of  closing 
the  pools,  and  similar  items,  have  been  credited  to  a  contingency  reserve.  This  eventually  will  be  returned 
to  the  grower,  thus  further  reducing  the  costs  of  operation.  In  September,  1925,  after  the  close  of  the 
4-year  period  covered  by  this  study,  $247,000  of  this  contingency  reserve  was  returned  to  members.  This 
refund  amounts  to  approximately  45  cents  per  bale  handled,  thus  reducing  the  average  net  cost  for  Che. 
four  years  to  $1.70  per  bale  or  1.2  per  cent  of  the  sale  value. 
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Before  discussing  the  details,  it  must  be  pointed  out  that,  because 
of  certain  peculiarities  in  the  operation  of  farmers'  cooperatives  that 
affect  their  accounting  procedure,  their  cost  data  can  not  be  compared 
with  the  costs  of  private  operators,  except  in  the  most  general  way. 
In  a  cotton  cooperative,  income  from  sales  of  loose  cotton,  or  other 
items  of  similar  nature,  can  not  be  designated  as  belonging  to  indi- 
vidual members,  and  must  be  accounted  for  by  subtracting  it  from 
the  amount  of  the  expenses.  Therefore  the  resulting  expense  items 
are  net  items.  In  the  case  of  private  operators,  such  miscellaneous 
income  is  of  much  the  same  nature  as  is  income  from  sales  and  the 
two  classes  are  usually  lumped  together,  the  expense  items  being 
shown  as  gross  items.  Thus,  both  the  expenses  and  the  income  of  the 
private  operator  tend  to  be  larger,  hence  an  accurate  comparison 
between  the  two  types  can  not  be  made. 

Turning  to  Table  17  it  is  seen  that  over  the  four  years  of  operation 
the  total  average  annual  gross  cost  of  operating  the  association  has 
been  $3.16  per  bale.  In  one  year  it  was  as  low  as  $2.70,  and  in  1923 
it  reached  $4.24.  These  variations  appear  to  be  largely  caused  by 
changes  in  the  quantity  of  cotton  handled,  and  it  is  certain  that 
increases  in  the  number  of  bales  handled  would  result  in  decreases  in 
the  cost  per  bale,  although  not  in  direct  proportion  to  the  increase 
in  volume. 

There  is  certain  income  to  the  association  which,  under  the  old 
system  of  marketing,  normally  and  properly  accrued  to  the  private 
operator.  Some  of  this  extra  income  is  the  result  of  gain  in  weight 
of  the  cotton  and  of  the  sales  of  loose  cotton.  The  same  bale  of 
cotton  will  not  weigh  exactly  the  same  at  all  times.  These  variations 
are  inherent  in  the  commodity,  and  are  probably  due  to  changes  in 
moisture  content.  The  experience  of  this  association  is  that  in  the 
long  run  this  change  is  a  net  gain  in  weight,  in  that  the  cotton  as 
delivered  to  the  purchasers  is  heavier,  on  the  average,  than  when 
received  at  the  warehouse. 

In  this  association  this  benefit  on  the  average  of  the  four  years 
has  amounted  to  $1.01  per  bale  per  year,  thus  reducing  the  net  cost 
to  the  individual  member  of  his  selling  agency  to  $2.15  per  bale,  or 
slightly  less  than  1.5  12  per  cent  of  the  value  of  the  cotton.  The 
income  from  gain  in  weight  has  varied  from  13  cents  per  bale  in  1923 
to  $1.35  in  1922.  These  variations  seem  to  be  largely  dependent  on 
the  weather  conditions  and  the  changes  in  the  proportion  shipped  to 
various  markets,  and  apparently  had  no  relation  to  the  size  of  the 
patches  used.  It  is  important  to  note  that  these  two  items  of  income, 
which,  under  a  privately  owned  marketing  system  do  not  accrue 
to  the  producer,  have  amounted  to  almost  twice  the  cost  of  all  salaries 
paid  to  executives  in  the  central  office. 

In  considering  the  relative  importance  of  the  various  items  of 
expense,  it  is  noted  that  salaries  are  the  most  important,  representing 
68  per  cent  of  total  expense;  that  miscellaneous  expenses  represent 
almost  28  per  cent  of  the  total,  and  rent  was  4  per  cent.  Executive 
salaries  are  20  per  cent  of  total  expenses,  salaries  at  local  branch 
offices  are  15  per  cent,  miscellaneous  office  help  comprises  16  per  cent, 
and  sampling  and  classing  amount  to  approximately  17  per  cent. 

In  addition  to  the  expenses  of  operating  the  association,  there  are 
the  expenses  of  storage  and  insurance  which  must  be  borne.     These 

"  See  footnote  to  Table  17. 
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are  inherent  to  any  system  of  marketing  cotton.  Storage  on  the 
average  costs  the  members  of  the  association  $1.50  per  bale  and  insur- 
ance costs  about  $1  per  bale. 

Little  can  be  said  of  the  storage  cost  as  it  will  fluctuate  from  year 
to  year,  such  changes  being  largely  due  to  changes  in  the  length  of 
time  during  which  it  is  necessary  to  hold  the  cotton.  In  some  years 
the  crop  will  be  harvested  early  and  go  into  storage  at  an  early  date, 
and  in  other  years  it  is  harvested  later.  The  rate  of  consumption 
also  varies  from  year  to  year,  and  will  have  an  important  bearing  on 
the  length  of  time  which  cotton  must  be  kept  in  storage  by  the  asso- 
ciation. 

The  item  of  insurance  costs  has  been  discussed  considerably  by  the 
public.  A  special  examination  of  this  item  was  made  by  the  firm  of 
public  accountants  that  audits  the  association's  books  regularly. 
The  results  of  this  examination  were  made  available  to  the  department 
and  the  figures  quoted  above  are  based  on  the  certificate  of  these 
accountants. 

HOW    GROWERS    HAVE    BENEFITED 

The  development  by  the  Staple  Cotton  Cooperative  Association 
of  satisfactory  types  for  staple  cotton  constitutes  one  of  the  most 
important  improvements  in  the  methods  of  marketing  the  cotton 
crop  of  the  Delta.  Satisfactory  types  for  staple  cotton  were  not  in 
evidence  prior  to  the  entrance  of  this  association  into  the  marketing 
field.  These  types  have  now  been  developed  to  a  point  where  the 
entire  staple  cotton  consuming  world  speaks  the  same  language. 
This,  in  itself,  tends  to  facilitate  the  marketing  process.  Through 
the  constant  use  of  these  types,  the  growers  are  becoming  better 
acquainted  with  the  demands  of  the  market  which  they  are  supplying. 

Another  important  contribution  which  this  association  has  made 
to  the  improvement  of  conditions  among  the  Delta  cotton  planters 
lias  been  to  make  directly  available  to  them  the  markets  of  the  entire 
staple-eonsuming  world.  It  is  unlikely,  in  the  short  period  during 
which  it  has  been  in  operation,  that  the  association  has  created  new 
uses  for  staple  cotton,  or  that  new  outlets  have  been  developed. 
These  outlets  were  probably  already  in  existence  and  were  supplied  by 
the  private  shipper,  to  whom  accrued  the  benefit  arising  from  the  per- 
formance of  the  assembling  and  grading  service  needed  by  the  mills. 

It  is  probable  that,  under  the  old  system,  no  more  than  a  minimum 
of  the  advantages  accruing  from  a  world  market  was  reflected  back 
to  the  growers.  The  grower,  through  his  own  marketing  organiza- 
tions, now  has  available  the  same  world-wide  market  that  the  private 
buyer  has,  and  this  tends  to  return  to  growers  the  maximum 
world  prices. 

The  extent  to  which  this  world-wide  market  has  been  made  availa- 
ble to  the  members  of  the  association  is  shown  in  Table  16.  A  con- 
sideration of  the  areas  and  their  relative  importance  as  shown  by 
this  table  indicates  that  there  is  practically  no  staple-consuming 
area  in  the  world  which  has  not  at  some  time  been  reached  through 
this  growers'  organization. 

Furthermore,  it  seems  apparent  that,  in  the  main,  these  markets 
have  been  satisfied  with  the  service  which  the  growers'  association 
has  been  furnishing  them,  inasmuch  as  there  is  a  noticable  tendency 
for  the  various  areas  to  increase  their  takings  of  association  cotton 
during  the  four  years  it  has  been  in  operation.     The  full  effect  of 
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this  can  not  have  been  realized  in  the  four  years  of  operation.  If 
the  service  is  maintained  on  the  same  standard  as  in  the  past,  it  is 
possible  that  this  broad  outlet  will  become  an  important  factor  in  the 
marketing  of  Delta  staples . 

One  of  the  important  problems  in  the  production  of  cotton  has 
always  been  the  matter  of  financing  the  grower  until  the  product  can 
be  marketed.  Through  the  Staple  Cotton  Discount  Corporation, 
which  was  organized  under  the  rural  credits  act  of  1923,  and  is 
affiliated  with  this  association,  the  grower-member  is  able  to  obtain 
funds  in  a  market  which  affords  him  a  somewhat  more  advantage- 
ous rate  of  interest  than  can  usually  be  obtained  when  local  financial 
agencies  must  be  depended  upon  to  supply  his  needs.  Furthermore, 
the  maturity  date  of  his  paper  can  be  more  accurately  adjusted  to 
meet  his  needs  than  is  usually  the  case  under  the  custom-controlled 
practice  which  local  agencies  tend  to  follow. 

The  Staple  Cotton  Discount  Corporation  is  operated  purely  on 
the  cooperative,  nonprofit  basis.  Its  officers  are  officers  of  the  Staple 
Cotton  Cooperative  Association,  and  all  clerical  and  other  work  is 
performed  by  the  employees  of  the  association,  without  cost  to  the 
discount  corporation.  Loans  are  made  only  to  members  of  the 
Staple  Cotton  Cooperative  Association. 

The  rate  at  which  the  members  of  tins  association  have  been  paid 
for  their  cotton  has  varied  from  year  to  year,  owing  probably  to 
changes  in  the  rate  of  sales.  In  three  of  the  four  years,  they  have 
received  80  per  cent  of  the  value  of  their  cotton  by  April.  In 
1924-25  the  grower  received  100  per  cent  of  the  value  of  his  cotton 
by  April  20.  Table  18  shows  the  rate  at  which  the  grower  has  been 
paid  for  cotton  during  each  year.  The  figures  show  the  cumulative 
monthly  percentage  of  total  payments  which  have  been  made  to 
growers  at  the  end  of  various  months. 


Table  18. — Monthly  cumulative  percentage 

s  of  payments  to 

producers 

Month 

1921-22 

1922-23 

1923-24 

1924-25 

August ...        - .. 

Per  cent 

Per  cent 

Per  cent 

Per  cent 
0.25 

1.86 
11.82 
29.18 
51.25 
60.14 
64.09 
70.55 
76.09 
82.28 
89.00 
91.81 
91.81 
100.00 

19.08 

23.97 
40.83 
59.66 
65.75 
71.12 
76.63 
82.31 
88.03 
91.16 
93.02 
97.87 
97.87 
100.00 

39.63 
59.27 
68.59 
76.20 
82.08 
82.24 
84.56 
88.57 
91.16 
93.  65 
100.00 

43.18 

November  .  ..     .     _ 

58.12 

December..  .                                                    .___..               .  ... 

64.81 

January..  .     .           ....        ...... 

71.03 

71.15 

83.02 

April...        ..        ....                                 .        ..        ... 

100.00 

July.  ..                                                                 

August .        ..  . . 

The  members  of  the  Staple  Cotton  Cooperative  Association  have 
created  a  machinery  for  marketing  their  cotton  at  a  net  cost  which 
appears  to  be  nominal.  Through  the  operation  of  this  association 
income  from  gain  in  weight  and  sales  of  loose  cotton,  a  benefit  which 
formerly  and  properly  accrued  to  the  private  shipper,  now  accrues 
to  the  grower-members. 

The  point  on  which  many  producers  place  the  greatest  amount  of 
emphasis  is  the  immediate  price  realized  for  their  product.  It  is 
certain  that  the  full  benefit  to  the.  grower  from,  membership  in  a 


<*•< 


Farmers'  Cooperative  Business  Study 


49 


cooperative  association  can  not  be  measured  in  so  short  a  period  as 
four  years,  but  this  study  indicates  that  some  results  can  already  be 
seen/  Over  the  four  years,  the  association  has  been  able  to  obtain 
an  average  price  of  approximately  28.94  cents  for  all  the  cotton 
marketed/  This  figure  is  approximately  97  points  above  the  average 
price  for  the  same  four  years  for  Middling  1  K-inch  cotton  as  quoted 
on  the  Memphis  market.  When  it  is  considered  that  almost  one- 
half  the  cotton  is  below  Middling  in  grade,  this  price  differential 
becomes  of  increasing  significance. 


APPENDIX  A 


OPERATIONS  UNDER  THE  NEW  CONTRACT 

The  new  marketing  contract  became  effective  August  20,  1925, 
hence  this  year's  business  has  been  conducted  under  it.  Tables  19 
to  22,  inclusive,  indicate  how  the  membership  has  used  various 
provisions  of  this  new  contract  during  the  current  year.  Data  shown 
in  these  tables  covered  the  period  ended  February  28,  1926. 

The  first  of  the  new  contracts  were  signed  during  the  week  ended 
May  2,  and  by  May  30,  687  of  the  members  had  signed  this  contract. 

The  rate  of  signing  up  the  new  contract  subsequent  to  May  30 
progressed  rather  steadily  each  week  until  about  the  last  week  in 
September,  when  there  was  considerable  drop  in  the  rate  at  which 
new  members  were  obtained.  With  the  exception  of  the  last  three 
weeks  in  December  the  rate  has  since  been  steadily  downward,  with 
some  minor  fluctuations.  During  the  week  of  December  19,  over  6 
per  cent  of  the  total  contracts  were  signed.  Inasmuch  as  it  was 
during  this  week  that  the  association  announced  that  it  was  in 
position  to  loan  a  considerable  amount  of  money  on  low-grade  cotton, 
of  which  there  has  been  more  than  a  normal  supply  this  year,  this 
announcement  might  have  had  some  effect  on  the  sign-up  during  the 
week  mentioned.  On  February  28,  1,630  new  contracts  had  been 
signed. 


Table  19.— New 

marketing  contracts  signed  by  weeks,  1925- 

-26  season 

Week  ended  1925 

Number 

of 
contracts 

Percent- 
age of 

total  con- 
tracts 

Week  ended  1925 

Number 

of 
contracts 

Percent- 
age of 

total  con- 
tracts 

May    2 . 

27 
329 
143 
119 
69 
66 
37 
27 
27 
23 
20 
48 
41 
26 
21 
25 
28 
33 
67 
38 
26 
12 
11 

1.7 
20.2 
8.8 
7.3 
4.2 
4.1 
2.3 
1.7 
1.7 
1.4 
1.2 
3.0 
2.5  1 
1.6 
1.3 
1.5 
1.7 
2.0 
4.1 
2.3 
1.6 
.7 
.7 

Oct.    10 

17 

10 

IS 

12 

9 

7 

2 

5 

7 

25 

101 

31 

18 
19 

24 
10 
13 
10 
10 
8 
11 

1  0> 

9 

17    . 

.6. 

16 .     . 

24 

1  i 

23--. 

31 

7 

30 

Nov.    7 

6 

Tune     fi 

14 

21 

4 

13. 

1 

20 

28 

•> 

27 

Dec.     5 

-l 

July     3 

12 

1  5 

11 

19 

26 

6.2 

18 

1  9 

25 

1926 
Jan.      2        .     . 

Aug.     1 

8 

1  i 

15 

9 

1  2 

22 

18 

1    5 

29 

23 

6 

Sept.    5 * 

30.  .. 

.8 

12 

Feb.     6 

6 

19 

13 

6 

26 

20.- 

Oct.     3. 

27 

7 
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Table  20  shows  the  number  of  members  selecting  each  of  the 
options  provided  under  the  new  marketing  contract.  It  is  worthy  of 
note  that  86  per  cent  chose  to  use  one  option  only,  9  per  cent  selected 
a  combination  of  two  or  more  options,  and  nearly  5  per  cent  did  not 
deliver  at  all.  Sixty-two  per  cent  of  all  members  elected  to  use  only 
one  of  the  three  pool  options  (1,  2,  and  3)  whereas  23.3  per  cent 
elected  to  use  option  4  for  all  their  cotton.  There  were  a  number  of 
combinations,  but  only  two  are  set  out;  those  choosing  options  1  and 
2  and  those  choosing  options  2  and  4  as  a  combination.  These  mixed 
options,  however,  amounted  to  only  about  9  per  cent  of  the  total 
membership. 

Table  20. — Options  selected  by  members  under  new  contract,  1925-26  season 


Options 

Contracts 

Percent- 
age of 
total 

No.  1 

Number 

57 

953 

21 

383 

Per  cent 
3.5 

No.  2 

58.0 

No.3„.   

1.3 

No.  4 

23.3 

Total 

1,414 

86.1 

30 
104 

17 

78 

1.8 

Nos.  2  and  4 .                   _...-.             .     _        . 

6.3 

Other i 

1.0 

4.8 

Total 

1,  f>43 

100.0 

1  Other  combinations  involving  more  than  one  option. 

Table  21  shows  the  rate  of  delivery  for  all  options  and  a  com- 
parison between  the  so-called  pool  options  (1,  2,  and  3)  and  the 
fourth  (or  factor)  option.  Comparison  of  column  1  of  this  table 
with  the  four-year  average  shown  in  Table  3  shows  that  the  rate  of 
delivery  for  1925-26  was  much  slower  than  in  other  years.  This  is 
rather  certainly  due  to  the  peculiar  weather  conditions  existing 
throughout  the  harvesting  season  this  year. 

Columns  2  and  3  indicate  the  comparative  rate  in  which  deliv- 
eries of  pool  and  fourth  option  cotton  were  made.  As  was  to  be  ex- 
pected, the  rate  of  delivery  on  fourth  option  is  higher  during  the 
early  part  of  the  season.  Column  4  shows  by  weeks  the  percentage 
of  all  cotton  delivered  which  had  been  placed  under  the  fourth 
option.  It  is  noteworthy  that  this  percentage  is  steadily  decreased 
from  its  high  point  of  71.4  per  cent  in  the  week  of  August  8  to  25.7 
per  cent  in  the  week  of  February  27. 

Table  22  shows  the  operation  of  the  fourth  option  and  the  extent 
to  which  the  members  have  utilized  it  and  the  way  in  which  it  has 
served  their  needs.  It  has  been  pointed  out  that  about  27  per  cent 
of  the  cotton  was  placed  in  the  fourth  option,  and  that  this  had  been 
delivered  by  about  25  per  cent  of  the  growers.  The  records  of  the 
association  indicate  that  about  31  per  cent  of  these  growers  had 
transferred  a  part  of  their  cotton  out  of  the  fourth  option  into  the 
pools  for  one  reason  or  another,  and  that  the  cottgn  of  41  per 
cent  of  the  members  in  fourth  option  was  still  on  hand  and  unsold 
on  February  28. 
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Table  21. — Receipts  of   cotton   in    pool  l    and  fourth    option,  1925-26  season  to 

February  28 


Week  ended  1925 

Weekly  re- 
ceipts of 
all  associa- 
tion cotton 
as  percent- 
age of  total 
received 
to  Febru- 
ary 28 

Weekly  re- 
ceipts of 
pool  cot- 
ton as  per- 
centage of 
total 

Percentage 

of  total 
fourth  op- 
tion cotton 
delivered 
each  week 

Factor 
cotton  as 
percentage 
of  total 
cotton  re- 
ceipts to 
date 

Aug.    8                                             -    -  

Per  cent 

Per  cent 

Per  cent 

0.01 

.10 

.69 

2.66 

5.57 
7.32 
7.65 
7.53 

8.05 
5.60 
4.57 
4.04 
4.34 

2.42 
2.02 
3.41 
4.92 

3.43 
5.22 
4.01 
3.22 

1.89 
1.00 
1.29 
1.  28 
1.60 

1.15 
1.60 

1.85 
1.50 

Per  cent 
71.4 

15                                                         

0.1 
.4 
1.8 

0.03 
.27 
1.44 

4.01 
5.00 
5.24 
5.78 

5.61 
5.03 
4.31 
3.92 
3.93 

2.46 
1.72 
3.33 
3.77 

4.19 
5.54 
6.07 
4.24 

3.12 

1.76 
1.91 
1.81 

2.71 
3.47 
3.94 
3.41 

57.1 

22                                                               

52.8 

29                                                                  

45.9 

Sept.    5                                      -     

4.5 
5.7 
6.0 
6.3 

40.3 

12 

39.5 

19                                                    

39.0 

26                                                              

37.8 

Oct.      3                     .        

6.3 
5.2 
4.4 
4.0 
4.1 

37.8 

10 

36.5 

17 

35.2 

24     .     

34.8 

31                    

32.4 

Nov.    7                                                             

2.4 
1.8 
3.4 

4.1 

32.3 

14                                                                                   

31.9 

21 

31.8 

28 

31.7 

Dec.     5                                                                 - 

4.0 
5.4 

5.5 
3.9 

31.4 

12 

31.0 

19 

30.0 

26..                                     

29.1 

1926 
Jan.     2... 

2.8 

1.6 
1.7 
1.8 

28.9 

28.4 

16 

27.5 

23 

27.2 

30 

27.2 

Feb.     6 

2.2 
2.9 
3.3 
2.7 
11.1 

26.7 

13 

26.4 

20 

25.9 

27  .                                        

25.7 

Total 

100.0 

100.00 

100.  00 

1  All  options  except  fourth. 

Column  2  of  Table  22  shows  the  percentage  of  the  fourth-option 
cotton  which  was  received  at  the  end  of  each  week.  This  is  shown 
in  another  way  in  column  3 ;  the  percentage  receipts  to  a  given  date 
have  been  accumulated.  Almost  90  per  cent  of  the  cotton  had  been 
received  by  the  last  of  December.  This  is  a  greater  percentage 
than  was  received  in  the  pool  options.  Column  4  indicates  the  per- 
centage of  fourth-option  cotton  which  had  been  sold  at  the  end  of 
each  week.  It  is  noticeable  that  on  February  28  there  wTas  ap- 
proximately 23  per  cent  of  the  fourth-option  cotton  unsold.  Evi- 
dently some  growers  had  put  their  cotton  in  this  pool  not  for  the 
purpose  of  obtaining  prompt  liquidation  but  in  order  that  they 
might  exercise  their  right  of  selling  cotton  when  and  wmere  and  to 
whom  they  desired. 

This  is  one  of  the  dangers  which  has  been  pointed  out  in  this  study 
in  the  use  of  a  provision  like  the  fourth  option.  The  extent  to  which 
this  will  be  characteristic  each  year  is  something  that  can  not  be 
determined  at  the  present  time.     It  is  pointed  out  that  about  31 
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Table  22. — Operation  of  the  fourth  option,  1925-26  season  to  February  28 


Week  ended  1925 

Percentage 
of  total 
fourth- 
option 
cotton 
delivered 
each  week 

Cumula- 
tive per- 
centage of 
fourth- 
option 
cotton 
received 
by  weeks 

Cumula- 
tive per- 
centage of 
fourth- 
option 
cotton 
sold  by 
weeks 

Weekly 

transfers 

of  members 

to  pool 
as  percent- 
age of  total 
transfers 

Weekly 
transfers 
from  fourth- 
option  as 
percent- 
age of  total 
transfers 

Aug.    8.       

Per  cent 
0.01 
.10 
.69 
2.66 
5.57 
7.32 
7.65 
7.53 
8.05 
5.60 
4.57 
4.04 
4.34 
2.42 
2.02 
3.41 
4.92 
3.43 
5.22 
4.01 
3.22 

1.89 
1.00 
1.29 
1.28 
1.66 
1.15 
1.60 
1.85 
1.50 

Per  cent 
0.01 
.11 
.80 
3.46 
9.03 
16.35 
24.00 
31.53 
39.58 
45.18 
49.75 
53.79 
58.13 
60.55 
62.57 
65.98 
70.90 
74.33 
79.  55 
83.56 
86.78 

88.67 
89.67 
90.96 
92.24 
93.90 
95.05 
96.65 
98.  50 
100.00 

Per  cent 

Per  cent 

Per  cent 

15 

22 

14.39 
12.63 
23.92 
47.07 
41.50 
37.81 
40.36 
44.77 
54.42 
59.24 
62.73 
64.23 
66.84 
69.36 
67.63 
69.45 
67.46 
67.21 
66.51 

66.64 
70.29 
73.86 
76.51 
77.12 
77.91 
77.52 
76.52 
76.65 

29  _                                                   

0.4 
3.6 

Sept.    5 

12_   . 

19 

4.0 
1.2 
4.8 
8.7 
2.8 
17.5 
6.0 
2.4 

0.77 

26 

2.21 

Oct.      3           ____ 

.79 

10    

3.88 

17               -.                                

6.89 

24    

31                  .                                       

24.  19 

Nov.    7.      _.     

.  17 

14 _■_      

5.05 

21--     ..     

.8 
7.2 

.8 
3.6 
8.3 
4.8 

8.7 
4.8 
2.4 

.4 
3.6 
1.2 
1.6 

.4 

28     -_. 

4.98 

Dec.      5               .  _                             

12         

2.45 

19 _.                                 

5.75 

26-   .        

10.96 

1926 
Jan.     2  _.     ...         .     - 

9                       .                           

5.  18 

16                        .   -                   

15.38 

23 

3.32 

30                    

.99 

Feb.     6    .-     .  .            

4.15 

13                                           

.38 

20     .        -                 - 

2.48 

27 

.03 

Total  .         

100.  00 

100.0 

100.00 

10,  248 

per  cent  of  the  growers  had  transferred  their  cotton  from  the  fourth 
option  to  the  pool.  The  reason  for  this  is  not  known  at  this  time. 
It  might  indicate  that  the  use  of  this  option  has  some  value  as  a 
means  of  teaching  growers  the  benefits  of  cooperative  organization. 


APPENDIX  B 

RENEWAL    MARKETING    AGREEMENT 

[All  new  features  of  this  contract  are  indicated  in  italics] 

STAPLE  COTTON  COOPERATIVE  ASSOCIATION 

SPECIAL    AGREEMENT 

The  Board  of  Directors  is  authorized,  empowered  and  directed  to  pay  to  the  oioners 
of  the  advance  fund  certificates  heretofore  issued  by  the  Association,  dated  Septem- 
ber 1,  1922,  and  September  1,  1923,  the  amount  necessary  to  redeem  and  retire 
the  same,  with  accrued  interest,  amounting  to  $860,000.00,  as  soon  as  two-thirds 
of  the  present  membership  sign  this  agreement 

RENEWAL    MARKETING    AGREEMENT 

The  Staple  Cotton  Cooperative  Association,  a  corporation,  with  its  principal 
office  at  Memphis,  Tennessee,  hereinafter  called  the  Association,  first  party,  and 
the  undersigned  grower,  second  party,  agree: 


*3 
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1.  The  Grower  is  a  member  of  the  Association  and  is  helping  to  carry  out  the 
express  aims  of  the  Association  for  co-operative  marketing,  for  minimizing 
speculation  and  waste  and  for  stabilizing  cotton  markets  to  the  interests  of  the 
grower  and  the  public,  through  this  and  similar  obligations  undertaken  by  other 
growers. 

2.  {o)  The  Association  agrees  to  buy  and  the  grower  agrees  to  sell  and  deliver 
to  the  Association  all  of  the  cotton  produced  or  acquired  by  or  for  him  during 
the  years  1925,  1926,  1927,  1928,  1929  and  1930.  It  shall  be  conclusively  held 
that  the  title  to  all  of  such  cotton  parses  absolutely  and  unreservedly  to  the  Association, 
from  the  date  of  the  signing  of  this  agreement,  and  all  cotton  produced  on  the  lands  of 
the  undersigned  grower  or  any  lands  now  or  hereafter  owned  or  controlled  by  him 
shall  be  prima  facie  presumed  to  be  the  cotton  of  such  member  and  as  such  subject  to 
this  agreement. 

(6)  Any  member  of  the  Association  shall  be  permitted  voluntarily  to  withdraw 
therefrom  during  any  year,  provided  he  shall  notify  the  Secretary-Treasurer  in  writing 
of  his  intention  so  to  do,  in  such  manner  as  may  be  provided  by  the  Board  of  Directors, 
on  or  before  the  Second  Wednesday  in  May  of  the  year  of  such  withdrawal,  and  not 
thereafter.  When  any  member  has  exercised  the  privilege  of  withdrawal,  he  shall 
not  be  re-admitted  to  membership,  except  by  a  majority  vote  of  the  Board  of  Directors. 

The  Board  of  Directors  may,  at  any  time,  cancel  the  contract  of  any  member,  when 
it  shall  appear  to  the  Board  to  be  to  the  interest  of  the  Association  so  to  do,  and  such 
cancellation  shall  have  no  effect  whatsoever  upon  the  contracts  of  the  remaining 
members.  When  the  contract  of  any  member  shall  have  been  cancelled,  such  contract 
shall  not  be  reinstated  except  by  a  two-thirds  vote  of  the  Directors. 

3.  The  Grower  expressly  warrants  that  he  has  not  heretofore  contracted  to 
sell,  market  or  deliver  any  of  his  said  cotton  to  any  person,  firm  or  corporation. 

4.  (a)  All  cotton  shall  be  delivered  at  the  earliest  reasonable  time  after  picking 
or  ginning,  to  the  order  of  the  Association,  at  the  nearest  public  warehouse,  or 
by  shipment  as  directed,  to  the  Association,  and  by  delivery  of  the  endorsed 
warehouse  receipts  or  bills  of  lading  properly  directed. 

(6)  Any  deduction  or  allowance  or  loss  that  the  Association  may  make  or 
suffer  on  account  of  inferior  grade,  quality  or  condition  at  delivery,  shall  be 
charged  against  the  Grower  individually. 

(c)  The  Association  shall  make  rules  and  regulations  and  provide  inspectors  or 
graders,  or  classifiers  to  standardize,  grade  and  class  the  quality  and  method  and 
manner  of  handling,  pressing  and  shipping  such  cotton;  and  the  Grower  agrees 
to  observe  and  perform  any  such  rules  and  regulations  and  to  accept  the  grading 
established  by  the  Federal  authorities  and  the  Association. 

5.  (a)  The  Association  agrees  to  resell  such  cotton,  together  with  cotton  of 
like  quality,  grade  and  staple,  delivered  by  other  growers  under  similar  contract, 
at  the  best  prices  obtainable  by  it  under  market  conditions,  and  to  pay  over  the 
net  amount  received  therefrom  (less  freight,  insurance,  storage  and  interest)  as 
payment  in  full  to  the  grower  and  growers  named  in  contracts  similar  hereto, 
according  to  the  value  of  the  cotton  delivered  by  each  of  them,  after  deducting 
therefrom,  within  the  discretion  of  the  Association,  the  cost  of  maintaining  the 
Association  and  of  handling,  grading  and  marketing  such  cotton;  and  of  reserves 
for  advertising,  and  the  sum  of  One  (1)  Dollar  per  annum  as  subscription  price 
to  the  official  organ  of  the  Association,  The  Staple  Cotton  Review,  credits  and 
other  general  commercial  purposes  (said  costs  and  reserves  not  to  exceed  three 
per  cent  of  the  aggregate  gross  resale  price).  The  annual  surplus  from  such 
deductions  must  be  pro-rated  among  the  growers  delivering  cotton  in  that  year 
on  the  basis  of  deliveries.  The  amount  of  this  deduction  is  dependent  upon  the 
baleage  received  by  the  Association,  and  will  be  reduced  when  justified  by  such 
receipts. 

(6)  The  Association  shall  deduct  annually  2  per  cent  of  the  gross  proceeds,  or 
the  gross  resale  price,  for  the  creation  of  an  Advance  Fund  for  the  use  of  members 
of  the  Association.  Each  Grower  shall  own  his  proportionate  share  of  the  said 
Advance  Fund,  as  provided  in  Paragraph  17  of  the  Standard  Association  Agree- 
ment, which  shall  be  payable,  subject  to  the  provisions  of  said  Paragraph  17,  one  year 
after  date  of  issuance  of  the  certificate. 

6.  (a)  The  Association  shall  pool  or  mingle  the  cotton  of  the  Grower  with 
cotton  of  a  like  quality,  grade  and  staple  delivered  by  other  Growers.  The 
Grower  agrees  that  his  cotton  may  be  so  mingled;  and  that  the  net  returns 
therefrom,  less  all  costs,  advances  and  charges,  shall  be  credited  and  paid  to  him 
on  a  proportionate  basis  out  of  the  receipts  from  the  sale  of  all  such  cotton  of  like 
quality,  grade  and  staple,  each  pool  to  be  for  the  full  season;  payments  to  be 
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made  from  time  to  time,  as  rapidly  as  possible  in  due  proportion,  until  the  ac- 
counts of  each  pool  of  the  season  are  completely  settled. 

(6)  Provided,  however,  that  the  grower  shall  have  the  option  in  his  uncontrolled 
discretion,  to  require  the  Association  to  resell  his  cotton,  without  pooling  or  mingling 
the  same  with  other  cotton  as  hereinbefore  provided,  and  thereupon  to  pay  him  the 
net  proceeds  thereof  as  follows: 

The  Grower  shall  notify  the  Secretary-Treasurer  of  the  Association,  in  writing, 
at  such  time  and  in  such  manner  as  may  be  provided  by  the  Directors,  and  before  . 
he  delivers  any  cotton,  that  he  desires  that  his  said  cotton  shall  not  be  pooled  and  T* 
mingled,  but  that  the  same  be  sold  by  the  Association,  and  the  net  proceeds  then  paid 
to  him.  The  said  cotton  shall  be  delivered  to  the  Association  in  accordance  with  this 
agreement,  and  shall  be  by  the  Association  sold,  and  the  net  proceeds  thereof  paid  to 
said  member. 

7.  The  Grower  agrees  that  the  Association  may  handle,  in  its  discretion  some 
of  the  cotton  in  one  way  and  some  in  another;  but  the  net  proceeds  of  all  pooled 
cotton  of  like  quality,  grade  and  staple,  less  charges,  costs  and  advances,  shall  be 
divided  ratably  among  the  growers  in  proportion  to  their  deliveries  to  each  pool. 

8.  (a)  The  Grower  agrees  that  the  Association  shall  borrow  money  in  its  name 
on  cotton,  or  on  any  warehouse  receipts  or  bills  of  lading  or  upon  any  accounts 
for  the  sale  of  cotton  or  on  any  commercial  paper  delivered  therefor. 

The  Association  shall  prorate  the  money  so  received  among  the  growers  equit- 
ably, as  it  may  determine,  and  pay  each  Grower  his  proportionate  amount  thereof. 

(6)  Where  necessary  for  the  Grower  to  procure  money,  the  Association  shall 
aid  the  Grower  in  financing  such  loans,  upon  demand,  after  delivery  of  cotton  is 
made  and  graded  warehouse  receipts  issued  therefor,  and  the  loan  value  de- 
termined by  the  Association,  said  financing  to  be  by  the  Association  accepting 
drafts  on  terms  prescribed  by  the  Association,  with  warehouse  receipts  attached, 
or  in  any  other  way  or  manner  the  Association  may  determine.  In  the  event  the 
Association  should  not  render  aid  which  will  enable  the  Grower  to  procure  funds 
not  to  exceed  the  loan  value  of  the  cotton  as  determined  by  the  Association,  then, 
in  that  event,  warehouse  receipts  shall  be  surrendered  to  the  Grower,  on  demand, 
covering  cotton  of  the  grade  and  value  of  that  delivered,  less  any  amount  for  which 
he  has  received  settlement. 

Nothing  in  the  within  contract  shall  be  construed  to  preclude  the  Grower 
from  mortgaging  a  growing  crop,  such  mortgage,  however,  to  be  subject  to  the 
right  of  the  Association  to  handle  the  same  according  to  the  terms  of  this  contract; 
in  such  event  the  mortgagee  to  stand  in  the  place  of  the  Grower  as  the  mortgagee's 
interest  appears  and  until  such  interest  is  satisfied. 

9.  The  Association  may  sell  the  said  cotton,  directly  to  spinners  or  exporters 
or  otherwise,  at  such  times  and  upon  such  conditions  and  terms  as  it  may  deem 
profitable,  fair  and  advantageous  to  the  Growers,  and  it  may  sell  all  or  any  part 
of  the  cotton  to  or  through  any  agency,  now  established  or  to  be  hereafter  es- 
tablished, for  the  co-operative  marketing  of  cotton  of  growers  in  other  States 
or  group  of  States  throughout  the  United  States;  and  under  such  conditions  as 
will  serve  the  joint  interest  of  the  Growers  and  the  public;  and  any  proportionate 
expenses  connected  therewith  shall  be  deemed  marketing  costs  under  Paragraph  5. 

10.  The  Association  may  establish  selling  offices,  warehouses,  plants,  market- 
ing, statistical  or  other  agencies  in  any  place. 

In  the  discretion  of  the  Board  of  Directors,  and  under  rules  to  b&  adopted  by  the 
Board,  the  Association  may  buy  cotton;  provided  that  no  cotton  belonging  to  any 
member  shall  be  in  any  way  liable  by  virtue  of  this  authority  for  any  expense,  liability 
or  loss  incurred  in  buying  cotton  or  in  handling  cotton  so  bought;  and  provided  that 
no  member  of  the  Association  shall  be  so  liable  except  by  his  written  agreement  and 
consent. 

11.  The  Grower  shall  have  the  right  to  stop  growing  cotton  and  to  grow  any- 
thing else  at  any  time  at  his  free  discretion;  but  if  he  produces  any  cotton,  or 
acquires  or  owns  any  interest  in  any  cotton,  during  the  term  hereof,  it  shall  be 
included  under  the  terms  of  this  agreement  and  must  be  sold  only  to  the       ^ 
Association. 

12.  Nothing  in  this  agreement  shall  be  interpreted  as  compelling  the  Grower 
to  deliver  any  specified  quantity  of  cotton  per  year;  but  he  shall  deliver  all  the 
cotton  produced  or  acquired  by  or  for  him. 

13.  (a)  This  agreement  shall  be  binding  upon  the  Grower  as  long  as  he  pro- 
duces cotton  directly  or  indirectly,  or  has  the  legal  right  to  exercise  control  of 
any  commercial  cotton  or  any  interest  therein  during  the  term  of  this  contract. 


; 


Farmers'  Cooperative  Business  Study  55 

(6)  If  any  Growers  sign  this  agreement  as  co-partners  or  as  a  co-partnership, 
they  shall  each  be  bound  by  all  of  the  provisions  hereof  individually,  in  the  event 
of  a  dissolution  of  their  co-partnership. 

14.  From  time  to  time  the  Grower  agrees  to  mail  to  the  Association  an}-  statis- 
tical data  requested,  on  the  forms  provided  for  that  purpose  by  the  Association. 

15.  This  agreement  is  one  of  a  series  generally  similar  in  terms,  comprising 
with  all  such  agreements,  signed  by  individual  growers,  or  otherwise,  one  single 
contract  between  the  Association  and  the  said  Growers  mutually  and  individually 
obligated  under  all  of  the  terms  thereof.  The  Association  shall  be  deemed  to 
be  acting,  in  its  own  name,  for  all  such  Growers  in  any  action  or  legal  proceeding 
on  or  arising  out  of  this  contract. 

16.  (a)  Inasmuch  as  the  remedy  at  law  would  be  inadequate;  and  inasmuch 
as  it  is  now  and  ever  will  be  impracticable  and  extremely  difficult  to  determine 
the  actual  damage  resulting  to  the  Association,  should  the  grower  fail  so  to  sell 
and  deliver  all  of  his  cotton,  the  Grower  hereby  agrees  to  pay  to  the  Association 
for  all  cotton  delivered,  sold,  consigned  or  marketed  by  or  for  him  other  than  in 
accordance  with  the  terms  hereof,  the  sum  of  five  cents  per  pound  as  liquidated 
damages  for  the  breach  of  this  contract;  all  parties  agreeing  that  this  contract 
is  one  of  a  series  dependent  for  its  true  value  upon  the  adherence  of  each  and  all 
the  Growers  to  each  and  all  of  the  said  contracts. 

(6)  The  Grower  agrees  that  in  the  event  of  a  breach  or  threatened  breach  by 
him  of  any  provision  regarding  delivery  of  cotton,  the  Association  shall  be 
entitled  to  an  injunction  to  prevent  breach  or  further  breach  hereof  and  to  a 
decree  for  specific  performance  hereof;  and  the  parties  agree  that  this  is  a  con- 
tract for  the  purchase  and  sale  of  personal  property  under  special  circumstances 
and  conditions,  and  that  the  buyer  cannot  go  to  the  open  markets  and  buy  cot- 
ton to  replace  any  which  the  Grower  may  fail  to  deliver. 

(c)  If  the  Association  brings  any  action  whatsoever  by  reason  of  a  breach  or 
threatened  breach  hereof,  the  Grower  agrees  to  pay  to  the  Association  all  costs 
of  Court,  costs  for  bonds  and  otherwise,  expenses  of  travel  and  all  expenses  aris- 
ing out  of  or  caused  by  the  litigation  and  any  reasonable  attorney's  fee  expended 
or  incurred  by  it  in  such  proceedings;  and  all  such  costs  and  expenses  shall  be 
included  in  the  judgment  and  shall  be  entitled  to  the  benefit  of  any  lien  securing 
any  payment  hereunder. 

17.  The  parties  agree  that  there  are  no  oral  or  other  conditions,  promises, 
covenants,  representations  or  inducements  in  addition  to  or  at  variance  with 
any  of  the  terms  hereof;  and  that  this  agreement  represents  the  voluntary  and 
clear  understanding  of  both  parties  fully  and  completely. 

18.  These  provisions  are  subject  to  minor  modification  or  amendment  by  the 
Board  of  Directors  on  the  suggestion  of  any  State  official  or  otherwise,  so  as  to 
carry  out  the  general  purposes  hereof. 

19.  It  is  expressly  agreed  that  this  instrument  is  one  of  a  series  substantially 
identical  in  terms.  All  such  instruments  shall  be  deemed  one  contract  for  the 
purpose  of  binding  the  subscribers,  to  the  same  extent  as  if  all  the  subscribers 
had  signed  only  one  such  contract. 

20.  //,  by  August  20th,  1925,  the  Board  of  Directors  shall  accept  this  agreement 
by  resolution  duly  spread  on  its  minutes  at  any  regular  or  called  meeting  of  such 
Board,  then  this  agreement  shall  be  binding  upon  all  the  subscribers  thereto,  in  all 
of  its  terms,  and  shall  be  at  once  effective.  For  all  matters  of  signatures  and  all 
statements  of  fact  in  connection  therewith,  and  for  the  determination  as  to  whether 
or  not  two-thirds  of  the  present  membership  has  signed  this  agreement,  the  resolution 
of  the  Board  of  Directors  at  such  meeting  last  aforesaid  shall  be  absolutely  conclusive 
and  binding  upon  the  undersigned  growers,  with  or  without  notice  to  them. 

If  this  Renewal  Marketing  Agreement  is  accepted  by  the  Board  of  Directors  as 
herein  provided,  said  acceptance  shall  immediately  terminate  any  marketing  agree- 
ment heretofore  signed,  and  shall  release  from  such  agreement  any  member  who  has 
heretofore  been  a  member  of  the  Staple  Cotton  Cooperative  Association  by  virtue  of 
such  agreement 

READ,  CONSIDERED  AND  SIGNED  at , 

this dav  of ,  192__    _. 

DO  NOT  SIGN  WITHOUT  READING. 

Grower 

P.  0.  Address 

Average  production bales. 
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